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HERE is a widespread demand for 

more light on the subject of 

Tape Reading. Thousands of 

traders entertain the idea that in 

some way the market momentarily indi- 

cates its own immediate future; that 

these indications are accurately recorded 

on the tape; therefore he who can inter- 

pret what is imprinted on the narrow 

paper ribbon has within his reach un- 
limited wealth. 

It seems to me that such an opinion is 
fully warranted for it is well known that 
many of the most successful traders and 
operators of the present day began oper- 
ations by successful Tape Reading, trad- 
ing in fractional lots of stock with a cap- 
ital of only a few hundred dollars. 

Speaking of Joe Manning, one of the 
shrewdest and most successful of all the 
traders on the floor of the New York 
Stock Exchange, a friend of mine once 
said : 

“Joe and I used to trade in ten share 
lots together. He was an ordinary 
trader, just as Iam. We used to hang 
over the same ticker.” 

The speaker was, at the time he made 
the remark, still trading in ten share lots, 
while I happened to know that Joe’s bank 
balance—his active working capital— 
amounted to $100,000, and that this rep- 
resents but a part of the fortune built on 
his ability to interpret the language of 
the tape. 


Why was one of these men able to 
amass a fortune, while the other never 
acquired more than a few thousand dol- 
lars at the same pursuit? Their chances 
were equal at the start so far as capital 
and opportunity go. The millions were 
there waiting to be won by either or 
both. 

The answer seems to be in the pecu- 
liar mental qualifications, highly potent 
in the successful trader, but unpossessed 
by the other. There is, of course, a small 
element of luck in every case, but pure 
luck could not be so sustained in Man- 
ning’s case as to carry him through oper- 
ations covering a term of years. 

By proper mental equipment we do not 
mean the mere ability to take a loss, de- 
fine the trend, or to execute some other 
move characteristic of the professional 
trader. These might have active or dor- 
mant qualities in his make-up. The 
power to drill himself into the right 
mental attitude; to stifle his emotion, 
fear, anxiety, elation, recklessness, to 
train his mind into obedience so that it 
recognized but one master—the tape— . 
these, if possessed, would be as valuable 
in shaping the result as natural ability, 
or what is called the sixth sense in 
trading. 

Some people are born musicians, others 
seemingly void of musical taste, develop 
themselves into virtuosos. It is the 


amount of I WILL in a man which 
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makes him mediocre or pre-eminent—in 
Wall Street parlance, a dub or a big 
trader. 

Jacob Field is another exponent of 
Tape Reading. Those who knew 
“Jakey” when he began his Wall Street 
career, were impressed by his ability to 
read the tape, and follow the trend. His 
talent for this work was doubtless born 
in him ; time and experience have intensi- 
fied it until now he is considered by the 
majority of his fellows, the Prince of 
Floor Traders. 

Whatever laurels Mr. Keene-has won 
as an operator or syndicate manager, do 
not detract from his reputation as a Tape 
Reader. His scrutiny of the tape is so 
intense that he appears to be in a trance 
while his mental processes are being 
worked out. He seems to analyze prices, 
volumes and fluctuations down to the 
finest imaginable point, then telephones 
to the floor to ascertain the character of 
buying and selling in certain active 
stocks. With this auxiliary information 


he completes his judgment and makes 


his commitments. 

Mr. Keene stands to-day on the pinna- 
cle of fame as a Tape Reader, and his 
daily presence at the ticker is sufficient 
evidence that the work pays and pays 
well. 

One might say: “These are rare ex- 
amples. The average man never makes 
a success of Tape Reading.” 

Right you are! The average man 

seldom makes a success of anything. 
- Success in this field usually results 
from years of painstaking effort and ab- 
solute concentration upon the subject. 
It requires that one devote his whole 
time and attention to the tape. He should 
have no other business or profession. 

“A man cannot serve two masters,” 
and the tape is a tyrant. 

One cannot become a Tape Reader by 
giving the ticker absent treatment; nor 
‘by running into his broker’s office after 
lunch, or seeing “how the market closed” 
from his evening newspaper. He cannot 
study this art from the far end of a 
telegraph or telephone wire. He must 

d twenty-seven hours a week at the 
ticker, and many more hours away from 
it studying his mistakes and finding the 
“why” of his losses, 


If Tape Reading were an exact sci- 
ence, one would simply have to assemble 
the factors, carry out the operations in- 
dicated, and trade accordingly. But the 
factors influencing the market are in- 
finite in their number and character as 
well as in their effect upon the market, 
and to attempt the construction of a 
Tape Reading formula would seem to 
be futile. _However something of the 
kind (in the rough) may develop as we 
progress in this investigation, so let us 
preserve open minds. 

What is Tape Reading? 

This question may be best answered 
by first deciding what it is not. 

Tape Reading is not merely looking at 
the tape to ascertain how prices are 
running. 

It is not reading the news and then 
buying or selling “if the stock acts 
right.” 

It is not trading on tips, opinions, or 
information. 

It is not buying “because they are go- 
ing up,” or selling “because they look 
weak.” 

It is not trading on chart indications 
or by other mechanical methods. 

It is not “buying in dips and selling 
on bulges.” 

Nor is it any of the hundred other 
foolish things practised by the millions 
of people who take flyers in the stock 
market without method, forethought or 
calculation, 

Tape Reading seems to us: The 
science of determining from the tape the 
immediate trend of prices. 

It is judging from what appears on 
the tape now, what is likely to be shown 
in five minutes or more. 

It bears no relation to clairvoyancy 
and we do not believe that spirits of 
departed friends could be of assistance 
te students. 

Tape Reading is rapid-fire horse sense. 
Its object is to determine whether Union 
Pacific, which is now 159, will sell at 160 
before 158, or vice-versa; to make de- 
ductions from each succeeding transac- 
tion—every shift of the market kaliedo- 
scope ; to grasp a new situation, force it 
lightning-like through the weighing ma- 
chine of the brain, and to reach a deci- 
sion which can be acted upon with cool- 
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ness and precision—all within the space 
of a few seconds. 

It is gauging the momentary supply 
and demand in particular stocks and in 
the whole market, comparing the forces 
behind each and their relationship, each 
to the other and to all. 

A Tape Reader is like the manager of 
a department store; into his office are 
poured hundreds of reports of sales 
made by the Various departments. He 
notes the general trend of business— 
whether demand is heavy or light 
throughout the ‘store, but lends special 
attention to the lines in which demand is 
abnormally strong or weak. When he 
finds difficulty in keeping his shelves full 
in a certain department, he instructs his 
buyers, and they increase their buying 
orders ; when certain goods do not move 
he knows there is little demand (market) 
for them, therefore, he lowers his prices, 
-—offers inducements to possible pur- 
chasers. 

A floor trader who stands in one crowd 
all day is like the buyer for one depart- 
ment—he sees more quickly than anyone 
else the demand for that class of goods, 
but has no way of comparing it to that 
prevailing in other parts of the store. 

He may be trading on the long side of 
Union Pacific, which has a strong up- 
ward trend, when suddenly a break in 
another stock will demoralize the market 
in Union Pacific, and he will be forced 
to compete with others who have stocks 
to sell. 

The Tape Reader, on the other hand, 
from his perch at the ticker, enjoys a 
bird’s eye view of the whole field. When 
serious weakness develops in any quar- 
ter, he is quick to note, weigh and act. 

Another advantage in favor of the 
Tape Reader: The tape tells the news 
minutes, hours and days before the news 
tickers, or newspapers, and before it 
can become current gossip. Everything 
from a foreign war to the passing of a 
dividend ; from the swinging of the Big 
Stick to the ravages of the boll weevil is 
reflected primarily upon the tape. 

The insider who knows a dividend is 
tc be jumped from 6 per cent. to Io per 
cent. shows his hand on the tape when he 
attempts to turn his knowledge into dol- 
lars, and the investor with 100 shares to 


sell makes his fractional impress upon its 
market price. 

The market is like a slowly revolving 
wheel, whether the wheel will continue to 
revolve in the same direction, stand still 
o1 reverse depends entirely upon the 
forces which come in contact with its 
hub and tread. Even when the contact 
is broken, and nothing remains to affect 
its course, the wheel retains a certain im- 
pulse from the most recent dominating 
force, and revolves until it comes to a 
standstill or is subjected to other in- 
fluences. 

The engineers who harnessed Niagara 
had a simple task compared to that of 
the Tape Reader. The cataract which 
he undertakes to control, seemingly has 
cross-currents and maelstroms, reversing 
its direction and defying the laws of 
gravity. To divert a portion of this 
unruly Wall Street stream, to subject 
it to his will, seems like a task for a 
superman. Yet it can be done, for others 
have done it. 

The element of manipulation need nof 
ciscourage any one. Manipulators are 
giant traders, wearing seven leagued 
boots. The trained ear can detect the 
steady “clump, clump,” as they progress, 
and the footprints are recognized in 
enormous quantities of stock appearing 
on the tape. Little fellows are at liberty 
to tip toe wherever the footprints lead, 
but they must be wary that the giants do 
not turn quickly and crush them. 

The Tape Reader has many advan- 
tages over the long swing operator, he 
never ventures far from shore; that is, 
he plays with a close stop, never laying 
himself open to a large loss. Accidents, 
or catastrophies cannot seriously injure 
him because he can reverse his position 
in an instant, and follow the new- 
formed stream from source to mouth. 
As his position on either the long or 
short side is confirmed and emphasized, 
he increases his line, thus following up 
and cumulating the advantage gained. 

A simon-pure Tape Reader does not 
care to carry stocks over night. The 
tape is then silent, and he only knows 
what to do when it tells him. Something 
may occur at midnight which may 
crumple up his diagram of the next 
day’s market. He leaves nothing to 
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chance; hence he prefers a clean sheet 
when the 3 o'clock gong strikes. 

By this method interest charges are 
avoided, reducing the percentage against 
him to a considerable extent. 

The Tape Reader is like a vender of 
fruit who, each morning, provides him- 
self with a stock of the choicest and 
most seasonable product, and for which 
there is the greatest demand. He pays 
‘his cash and disposes of the goods as 
quickly as possible, at a profit varying 
from 50 to 100 per cent on cost. To 
carry his stock over night causes a loss 
con account of spoilage. This corresponds 
‘with the interest charge to the trader. 

The fruit vender is successful because 
he knows what and when to buy, also 
‘where and how to sell. But there are 
stormy days when he cannot go out; 
when buyers do not appear; when he is 
arrested, fined or locked up by a blue- 
coated despot or his wares are scattered 
abroad by a careless truckman. 

Wall Street will readily apply these 
situations to the various attitudes in 
which the Tape Reader finds himself. 
He ventures $100 to make $200, and as 
the market goes in his favor his risk is 
reduced, but there are times when he 
finds himself at sea, with his stock dete- 
riorating. Or the market is so unsettlea 
that he does not know how to act; he is 
caught on stop or held motionless in a 
dead market ; he takes a series of losses, 
or is obliged to be away from the tape 
- when opportunities occur. His calcula- 
tions are completely upset by some un- 
foreseen event or his capital is impaired 
by overtrading or poor judgment. 

The vender does not hope to buy a 
barrel of apples for $3.00 and sell them 
the same day for $300. He expects to 
make from nothing to $3 a day. He de- 
pends upon a small but certain profit, 
which will average enough over a week 
or a month to pay him for his time and 
labor. 

This is the objective point of the Tape 
Reader—to make an average profit. In 
a month’s operations he may make 
- $3,500 and lose $3,000—a net profit of 
$500 to show for his work. If he can 


this average up, trading in 100 
share lots, throughout a year, he has 
only to increase his unit to 200, 300, and 


500 shares or more, and the results will 
be tremendous. 

The amount of capital or the size of 
the order is of secondary importance to 
this question: Can you trade in and out 
of all kinds of markets and show an 
average profit of say % per cent. per 
day? If so, you are proficient in the art. 
If you can trade with only a small aver- 
age loss per day, or come out even, you 
are rapidly getting there. 

In the December Ticker there was set 
forth the record made by a trader whose 
operations showed 42 profits out of 71 
trades, the gross points profit being 5034 
against 37% gross points loss. This was 
good work, although the commissions 
and tax threw the net result over into a 
loss of 6 points. We mention this 
merely to show ‘the standard by which 
success in Tape Reading should be meas- 
ured. 

The trader who there disclosed the 
outcome of his efforts was not a Tape 
Reader. He operated largely upon in- 
formation and had no fixed method. 

A Tape Reader abhors information 
and follows a definite and thoroughly 
tested plan, which after months and 
years of practice becomes second nature 
to him. His mind forms habits which 
operate automatically in guiding his mar- 
ket ventures. 

No intelligent human needs be told that 
when the sky darkens and the thunder 
rolls there’s likely to be a shower. He 
unconsciously notes the preliminary 
signs, dons a raincoat and takes an um- 
brella. 

Long practice will make the Tape 
Reader just as proficient in forecasting 
stock market events, but his intuition will 
be reinforced by logic, reason and 
analysis, 

Here we find the characteristics which 
distinguish the Tape Reader from the 
Scalper. The latter is essentially one 
who tries to grab a poirit or two profit 
“without rhyme or reason”—he don’t 
care how, so long as he gets it. 

A Scalper will trade on a tip, a look, 
a guess, a hearsay, on what he thinks or 
what a friend of a friend of Morgan’s 
says. ' 

The Tape Reader evolves himself into 
an automaton which takes note of a sit- 
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uation, weighs it, decides upon a course 
and gives an order. There is no quick- 
ening of the pulse, no nerves, no hopes or 
fears. The result produces neither ela- 
tion nor depression. There is equanimity 
before, during and after the trade. 

The Scalper is a bob-tailed car with 
rattling windows, a jouncing motion and 
a strong tendency to jump the track. 

The Tape Reader is like a Pullman 
coach, which travels smoothly and stead- 
ily along the roadbed of the tape, acquir- 
ing direction and speed from the market 
engine, and being influenced by nothing 
else whatever. 

Having thus described our ideal Tape 
Reader in a general way, let us inquire 
into some of the requisite qualifications. 

First, he must be absolutely self-re- 
liant. A dependent person whose judg- 
ment hangs upon that of others will find 
himself swayed by a thousand outside 
influences. At critical points his judg- 
ment will be useless. He must be able 
to say: “The facts are-——; the resulting 
indications are ; therefore I will do 
thus and so.” 

Next he must be familiar with the 
technicalities of the market, so that 
every little incident affecting prices will 
be given due weight. He should know 
the history, earnings and financial condi- 
tion of the companies in whose stock he 
is trading ; the ways of the manipulators ; 
the different kinds of markets ; be able to 
measure the effect of news and rumors; 
know when and in what stocks it is best 
to trade; measure the forces behind 
them; know when to cut a loss and take 
a profit. 

He must study the various swings and 
know where the market and his particu- 
lar stock stands; must recognize the 
inherent weakness or strength of the 
market; understand the basis or logic of 
movements. He should study the fun- 
damentals and sift the wheat from the 
chaff ; recognize the turning points of the 
market; see in his mind’s eye what is 
happening on the floor. 

He must have the nerve to stand a 
series of losses; persistence to keep him 
at the work during adverse periods ; self- 
control to avoid overtrading and a phleg- 
matic disposition to ballast and balance 
him at all times. 





For perfect concentration as a pro- 
tection from the tips, gossip and other 
influences which abound in a broker’s 
office, he should, if possible, seclude him- 
self. A tiny room with a ticker, a desk 
and private telephone connection with his 
broker’s office are all the facilities re- 
quired. The work requires such delicate’ 
balance of the faculties that the slightest 
influence either way may throw the re- 
sult against the trader. He may say: 
“Nothing influences me,” but uncon- 
sciously it does affect his judgment to 
know that another man is bearish at a 
point where he thinks stocks should be 
bought. The mere thought, “He may be 
right,” has a deterring influence upon 
him; he hesitates; the opportunity is 
lost. No matter how the market goes 
from that point, he has missed a cog and 
his mental machinery is thrown out of 
gear. Silence is a much needed lubri- 
cant to the Tape Reader’s mind. 

The advisability of having even a news 
ticker in the room, is a subject for dis- 
cussion. 

The tape tells the present and future 
of the market. 

The news ticker records what has hap- 
pened. It announces the cause for the 
effect which has already been more or 
less felt in the market. 

Money is made in Tape Reading by 
anticipating what is coming—not by 
waiting till it happens and going with 
the crowd. 

The effect of news is an entirely dif- 
ferent proposition. Considerable light 
is thrown on the technical strength or 
weakness of the market and _ special 
stocks by their action in the face of im- 
portant news. This we will discuss more 
fully later on, but for the moment it 
seems that a news, ticker might be ad- 
mitted to the sanctum, provided its whis- 
perings are given only the weight to 
which they are entitled. 

To evolve a practical method—one 
which any trader may use in his daily 
operations and which those with varying 
proficiency in the art of Tape Reading 
will find of value and assistance—such 
is the task we have set before us in this 
series. Perhaps we shall succeed; per- 
haps not. 

We will consider all the market fac- 
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tors of vital importance in Tape Read- 
ing, as well as methods used by experts. 
These will be illustrated by reproductions 
from the tape. Every effort will be made 
to produce something of definite, tangi- 


ble value to those who are now operating 
in a hit-or-miss sort of way. 





Ed. Note—Your inquiries, criticisms 
or suggestions are invited. 





Arthur Livermore—Lamb 


interview: “I have always been a 
speculator since I was in knee 
breeches. A successful speculator 
must have his tools of trade. Mine are 
a knowledge of supply and demand. That 
embraces many things that are not taught 
in college. 
“To begin with, I am a lamb. I am 
not a broker. I am a speculator pure and 
simple. I have been ever since I was 16 
years old. My first venture was made in 
Worcester in 1893, when a boy friend 
and myself made a turn in Burlington & 
Quincy in a local bucket shop. My prof- 
its from the deal were $3.12. That 
started me trading and before I was 21 
I had made between eight and nine thou- 
sand dollars. I had many ups and downs 
and when I went to Boston, about ten 
years ago, I had just $15 in my pocket. 
“T had learned a few things about spec- 
ulation, and have learned something new 
every day. It is a wonderful schooling 
but the cost of tuition is pretty high. 
Still, almost from the start I was moder- 
ately successful. From Boston I went to 


GN Arthur Livermore, in a recent 


Chicago, and thence to Denver, meeting 
many vicissitudes, but usually coming 
out ahead in the long run. I never valued 
money for money itself. I have always 
cared for it only as a means to enlarge 
my operations. 

“T have not always been a cotton 
speculator. In fact, it is only within the 
last two years that I have given especial 
attention to that form of speculation. My 
first big profits were made in the panic 
of last year. In December, 1906, I be- 
came convinced that the tremendous over 
speculation and over extension in all 
forms of business were bound to result 
in disastrous liquidation. I was pretty 
comfortably fixed at that time, and I put 
out a large short line of Union Pacific, 
Reading, Copper and Smelters. 

“As prices melted from the high levels 
I increased my commitments until on 
March 14 I had thousands of shares of 
short contracts out. When the crash 
came that day I covered every contract 
and, on May 8 following Mrs. Livermore 
and myself sailed for a long vacatior 


abroad.” 











Bonds’ 


Their Various Forms—How Issued and Secured— 
Methods of Determining Value 


By F. R. FULLER, of Fuller & Co. 


CONSOLIDATED bond of a 
A railroad might be subject to a 

first mortgage, second mortgage, 

or even to a third mortgage. A 
railroad might issue first mortgage bonds 
on a given mileage, say 1,000 miles; 
second mortgage bonds on the same mile- 
age, and then a third mortgage on 500 
of the same 1,000 miles. It could then 
issue a Consolidated Mortgage Bond, 
which would in reality be a fourth mort- 
gage on one section, as well as a third 
mortgage bond on the remaining 500 
miles. Just what liens or mortgages 
come ahead of a Consolidated Mortgage 
Bond can be learned by investigating the 
mortgage deed itself. 

The fact that a bond is a First Mort- 
gage is no guarantee of value. Such a 
bond may not be as well secured as a 
Third Mortgage Bond on some other 
road. For instance: If a First Mort- 
gage Bond was issued on a road at the 
rate of $30,000, or $40,000 per mile, fol- 
lowed by Second and Third Mortgage 
Bonds, bringing the total bonded indebt- 
edness per mile up to say $6,000, and if 
the railroad’s earnings were sufficient to 
pay all its fixed charges, and, for a 
series of years, dividends upon its capi- 
tal stock, then the bonds secured by the 
third mortgage would sell on a basis to 
yield from 4.30 to 4.50 per cent. They 
would be considered good investments. 

On the other hand, we will suppose 
that a road issues First Mortgage Bonds 
upon its trackage at the rate of $60,000 
per mile; that there are no other mort- 
gages, and that its earnings covering a 
period of years are not sufficient to pay 
dividends upon its capital stock, in fact 
its yearly surplus amounts to substan- 
tially nothing after paying the fixed in- 
terest requirements. The First Mort- 
gage Bonds of such a railroad would not 


* This article began in the October issue. 


sell on as good a basis as the Third 
Mortgage Bonds of the first mentioned 
property. 

In considering the value of a First, 
Second, Third, or Consolidated Mort- 
gage Bond, it is very important to know 
the terms upon which bondholders or the 
trustees representing them can foreclose 
and take possession of the road after a 
default has been made in the payment of 
interest. 

The best mortgage from an investor’s 
point of view is one which allows a rea- 
sonable percentage of the bondholders 
o1 their representatives to take possession 
of the road after default of interest. 

The investment value of First, Second, 
Third and Consolidated Mortgage Bonds 
is determined not only by the rate of in- 
terest paid, and the amount of the mort- 
gage per mile, but by the character and 
stability of the business conducted by 
the railroad and its surplus over and 
above interest requirements. 

The fixed charges of a road include 
interest on bonds, notes or other indebt- 
edness. 

We will next consider a Sinking Fund 
Bond. 

A Sinking Fund is a sum set aside an- 
nually to meet the principal of the bonds 
at par or some other definite price, or for 
the purpose of purchasing the bonds in 
the open market. Sinking fund clauses 
vary according to the terms in the deed 
of trust. The mortgage deed states the 
full details of any sinking fund provi- 
sions. 

When a bond is designated as a Gold 
Bond, it means that the payment of in- 
terest and principal will be made in gold 
upon request of the bondholder. 

Let us now consider a Collateral Trust 
Bond. Such bonds are not secured by 
mortgage but usually by a deposit only 
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with the trustee, bonds or stocks of vari- 
ous branch lines, or other properties. 
Branch lines owned are mortgaged and 
the bonds issued are placed in the Treas- 
ury of the parent company. When the 
additional funds are needed instead of 
selling those bonds to investors, the com- 
pany issues bonds which are a direct ob- 
ligation upon the earnings of the whole 
system, and to further secure the pay- 
ment of the principal and interest it 
deposits “as collateral,” with the trustee, 
bonds of the branch lines. The bonds 
issued are therefore, known as Collateral 
Trust Bonds, the collateral being held in 
trust to secure the bondholders. 

The value and character of the collat- 
eral establishes the value of the bonds 
issued. Should the collateral depreciate, 
or if the collateral be of a fluctuating 
nature, the bond would become less 
valuable. 

Purchase Money Bonds are usually 
secured by a first lien on terminals of a 
railroad company or some other property 
specifically purchased. Such bonds are 
a direct obligation on the railroad and 
their payment is further secured by a 
first mortgage upon the real estate or 
other property purchased. This form of 
bonds is not extensively used. 

Next there is the Convertible Bond. 
These are not as a rule, secured by mort- 
gage, collateral, or by a lien of any kind, 
nor do they carry sinking fund provi- 
sions. They are merely a direct obliga- 
tion of the railroad. They are attractive 
to the investor because while they bear 


interest at a certain rate, they may be. 


converted by their holders into stock of 
the railroad on a fixed basis of exchange. 

To explain more fully: A holder of 
a $1,000 Union Pacific Convertible Bond 
may convert that bond into shares of 
stock of the Union Pacific Railroad Com- 
pany on the basis of $175 per share for 
the stock and par for the bond. 

The prices at which these convertible 
bonds sell vary according to the market 
price of the stock. They do not possess 
the intrinsic value of First Mortgage or 
bonds otherwise secured. 

In the development of the present large 
railroad systems, many small roads have 
been acquired through the purchase of 
stock. Bonds were issued upon the prop- 


erty absorbed, the parent system guaran- 
t the principal and interest. In 
practically all cases, bonds were already 
in existence and in many such instances, 
upon acquiring the railroad through lease 
or purchase, the payment of these under- 
lying bonds, both as to principal and in- 
terest, was guaranteed by the controlling 
company. 

The value of a Guaranteed Bond, how- 
ever, can never be fully ascertained with- 
out a very careful examination of the 
guarantee itselt. 

Certain railroads having acquired 
other properties through purchase or 
lease, finding themselves unable to pay 
the interest upon the guaranteed bonds, 
during panic or hard times (the ac- 
quired railroad being unable to earn the 
interest) have allowed bondholders to 
foreclose. Upon examination of the 
deed of trust, in such cases, it has fre- 
quently been found that the guarantee of 
the acquired railroad was in such form 
that bondholders could not proceed 
against the guaranteeing railroad and 
force them to pay the principal and in- 
terest. The bond of a small railroad is, 
of course, made extremely valuable if it 


‘is guaranteed by a large railroad system, 


providing the guarantee is of such a 
character that the payment of the prin- 
cipal and interest becomes a direct obli- 
gation of the large system. 

Debenture Bonds are substantially 
promissory notes with coupons attached. 
They are not as a rule secured either by 
a mortgage or by a deposit of collateral. 
The payment of interest depends upon 
the surplus net earnings of the road, and 
the payment of the principal upon the 
company’s ability to finance the issue at 
maturity. 

A Debenture Bond is not a lien upon 
the property, and in many instances, de- 
bentures occupy, for this reason, an in- 
ferior position to other bonds of the 
road. They are in a sense subordinate to 
the nnsecured short-time credit obliga- 
tions of the corporation because they 
have the advantage of earlier maturity. 

Debenture Bonds are secured in some 
instances. A good example is the Atch- 
ison, Topeka & Santa Fe Railway Co. 
4% Serial Debenture. $20,000,000 of 
these were issued. They are not a lien 
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on any property, but the company agrees, 
“That it will not execute any new mort- 
gage upon any of the lines of the rail- 
way owned by it, except by way of fut- 
ther security for bonds issued under ex- 
isting mortgages of the railway company, 
unless, by the terms of such new mort- 
gage, it shall be provided that all of said 
issue of Debenture Bonds outstanding 
shall be included in the debts secured by 
said new mortgage.” 

There is another class known as Di- 
visional Bonds. These are secured by a 
mortgage upon some particular division 
of the railway system and at the same 
time are a direct obligation upon all the 
earnings of the system. 

A good example of this is furnished 
by what is known as the Atchison, To- 
peka & Santa Fe Railway, Eastern Ok- 
lahoma Division First Gold 4s, dated 
February, 1903. There were $6,128,000 
of these bonds issued. They were se- 
cured by a mortgage executed by the 
Eastern Oklahoma Railway Co., to se- 
cure bonds issued by the Atchison, To- 
peka & Santa Fe Railway. They are an 
absolute first mortgage on 282 miles of 
railway and in addition, a direct obliga- 
tion upon all the earnings of the Atchi- 
son, Topeka & Santa Fe Railway System. 

Another class of bonds issued by the 
same system, differing from ordinary 
bonds in many respects, are known as 
Adjustment Bonds. These Bonds were 
designated as the Atchison, Topeka & 
Santa Fe Railway Adjustment Gold 4s. 
They were called Adjustment Bonds be- 
cause of the manner in which the pay- 
ment of the interest and principal was se- 
cured. These Bonds were dated Decem- 
ber 12, 1895. At this same time, the 
railroad issued General Mortgage Bonds. 
The latter covered the entire system and 
were subject to existing mortgages upon 
the various portions of the road. The 
Adjustment Bonds were secured by the 
same property as the General Mortgage 
Bonds but were subject to them, that is, 
the Generals were a prior lien to the Ad- 
justments. The interest on the Adjust- 
ments was made payable annually, out of 
net earnings for any fiscal year, up to 4% 
per annum. The interest was non-cumu- 
lative prior to July 1, 1900. Since that 
time, it is cumulative, but the mortgage 


cannot be foreclosed prior to maturity; 
that is, the mortgage cannot be fore- 
closed because of failure of the company 
to pay the interest as it becomes due. 

A Prior Lien Bond is one which is , 
usually issued at the same time that an 
ordinary first mortgage bond is issued. 
If the true meaning of the title were 
carried out, a Prior Lien Bond would 
take priority over the so-called First 
Mortgage Bond, but the title has fre- 
quently been misused so that it now sig- 
nifies merely priority over other issues. 
All this is shown in the Deed of Trust. 

A Refunding Bond is issued to take 
the place of or “pay off” an issue of 
bonds that is becoming or has become 
due. 

Many corporations in need of funds 
at a time when money is high, issue 
temporary certificates of indebtedness in 
the form of Notes running a short time, 
that is, payable in three to five years and 
bearing a comparatively high rate of in- 
terest. This is done when it would not 
be possible to float low interest bearing 
securities. To provide for the payment 
of these Short Term Notes when they 
fall due, Refunding Bonds are issued. 
These bear a lower rate of interest and 
the temporary indebtedness thus becomes 
permanent. 

Income Bonds are not secured by a 
mortgage or by collateral. To secure 
the payment of their principal and inter- 
est, the income or surplus of the rail- 
road is usually pledged. They have a 
prior claim to preferred stock or com- 
mon stock. 

An Extended Bond is one which has 
become due, but which, by an agreement 
between the corporation and the bond- 
holders has had its maturity date post- 
poned. In such a transaction, the orig- 
inal bonds are called in by the trustee 
and each bond is stamped across its face, 
substantially as follows: 

“Extended in accordance with the an- 
nexed agreemnt of 
(whatever date the extension takes 
place).” The agreement then becomes a 
part of the trust deed. 

A Unified Bond is in many respects 
like a General Mortgage or a Consoli- 
dated Bond, the title being given to des- 
ignate it from other issues. One such 
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issue is called the Louisville & Nashville 
Unified Gold 4s, dated June, 1890, due 
July, 1940. Part of the issue was used 
to retire Prior Liens. In that respect, 
they acted as Refunding Bonds. They 
were also a direct lien upon various lines 
of the system, subject to prior mort- 
gages. In that respect, they were Mort- 
gage Bonds. 

Terminal Bonds are, as a rule, secured 
by a mortgage (either first, second, or 
third), upon the terminal properties of 
the corporation. By terminal properties 
is meant the railroad stations and other 
property at the terminal points of the 
system and in the large cities through 
which the road passes. : 

Land Grant Bonds are usually secured 
by lands granted to the corporation. They 
are, of course, direct obligations of the 
corporation, the term being used merely 
to designate the security behind the 
bonds. 

A Joint Bond is one which is a direct 
obligation of two or more corporations. 
A good illustration is the Norfolk & 
Western-Pocahontas Coal Co., Joint 4s. 
These bonds are secured on about 290,- 
ooo acres of coal lands located in West 
Virginia, comprising about four-fifths of 
the Pocahontas Flat Top Coal Fields. 
They are the joint obligation of the Poca- 
hontas Coal & Coke Co., and the Norfolk 
& Western Railway Co. By agreement, 
it is arranged that as between the two 
companies, the bonds are to be paid by 
the Coal & Coke Co. Of course, if the 
Coal & Coke Co. fails to pay the interest 
or the principal when due, the Norfolk 
& Western Railway would be obliged to 
do so. Each corporation is jointly and 
severally obligated. 

An Equipment Bond is one issued to 
raise funds with which to pay for new 
cars locomotives, etc. Equipment Bonds 
differ from mortgage bonds and from 


all other issues previously described. . 


They are sometimes known as Car Trust 
_ Certificates or Equipment Notes. 

In order to secure bonds of this char- 
acter, various plans have been used by 
different corporations. The best known 
and most efficient is as follows: 

At the request of the railroad cor- 
poration which desires to purchase equip- 
ment, a trustee contracts with certain 


builders of cars and locomotives who are 
to furnish the necessary equipment. The 
railroad usually pays in cash from to to 
20% of the cost of the equipment and 
the balance is represented by the Equip- 
ment Bonds. These bonds are a direct 
obligation of the railroad. They are 
usually issued in denominations of $500 
or $1,000, and carry coupons as well as 
some provision as to registration of prin- 
cipal and interest. They pay their in- 
terest semi-annually as a rule. They are 
secured by a first lien upon the entire 
equipment purchased. The title of the 
equipment ‘vests in the trustee for the 
benefit of the bondholders until the last 
bond has been paid; therefore, a general 
mortgage upon a railroad canot attach 
to the equipment behind outstanding 
Equipment Bonds. 

When the Equipment Bonds are paid 
in full, principal and interest, the trus- 
tee executes a bill of sale to the railroad 
which then becomes absolute owner of 
the equipment. Usually, by the terms of 
the deed of trust, the railroad is obliged 
to keep the equipment in complete repair 
and replaces such as may become worn 
out or destroyed. 

Equipment Bonds are, as a rule, is- 
sued in serial form; that is a certain 
amount mature each year, the last pay- 
ment falling due in from ten to fifteen 
years. 

Equipment Bonds are highly regarded 
among investors. The security is good 
at the beginning and increases propor- 
tionately in value, year by year, as the 
amount outstanding is reduced. 

Some Equipment Bonds, instead of be- 
ing retired annually, substitute a sinking 
fund which is either to pay off 5% of 
the indebtedness each year, or to pur- 
chase additional equipment, which is 
added to that covered by the deed of 
trust. 

Frequently the railroad provides, for 
its equipment by arranging for some in- 
dividual or corporation to purchase 
the equipment in behalf of the rail- 
road; the railroad then leases the 
equipment, paying for it an amount 
equivalent to the interest and an 
annual payment large enough to retire 
the bonds. The lease is then assigned to 
a trustee who thereupon issues Certifi- 
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cates of Trust; these are virtually equip- 
ment bonds and are guaranteed by the 
railroad both as to principal and interest. 
When payment has been made upon the 
last certificate, the trustee assigns the 
title to the railroad. 

Equipment Bonds furnish a sound in- 
vestment medium. Experience has 
taught investors that even when a rail- 
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road has gone into the hands of a re- 
ceiver the interest upon its Equipment 
Bonds has been paid and the bonds re- 
tired as provided in the deed of trust. 
The reason for this is that the receiver 
could not operate the railroad without 
the equipment. . The trustee is thus able 
to demand that the terms of the deed of 
trust be carried out. 


How Stock Exchange Transactions 
Are Reported 


Method of Floor Reporting— Machinery Behind the Tape 


thoroughly understand, ‘semse 

complicated, until in the light of 

inquiry and investigation all is 
made clear. 

To stand beside the ticker on an ordi- 
nary business day and realize that the 
transaction which appears just beneath 
its wheel, actually took place only two or 
three seconds ago, is somewhat difficult 
unless the system and the machinery be- 
hind the imprint has been fully explained. 

The statement is made by the highest 
authority that the report of a sale fre- 
quently appears on the tape before the 
brokers making the trade are able to 
write their memorandums. In many 
cases disputes over this point have arisen 
betwen floor reporters and brokers, the 
latter claiming that it was impossible to 


FH; ‘thoroughiy which we do not 


put the trade on the ticker in such light- 
ning time. If experienced brokers ques- 
tion the rapidity of the work, it is not to 
be wondered that outsiders raise argu- 
ments regarding the fairness of an exe- 
cution. 

Each tape record of a trade consti- 
tutes a complete short story. Certain 
events lead up to it; there is a preface, a 
climax and a conclusion. Each sale pro- 
duces its effect upon the rest of the mar- 
ket—infinitesimal, perhaps, but definite. 
There are several thousand of these short 
stories on each day’s tape record and 
those who can correctly read the trend of 
events from these mosaics, will, in a Wall 
Street sense, “be happy ever after.” 

The ticker is in reality a small printing 
press, operated by electricity. Dozens of 
them are strung together in groups called 
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circuits, and perhaps a thousand are 
operated from one keyboard in New 
York City alone. A complete day’s news 
requires several hundred feet of tape and 
forms a chapter in the history of Ameri- 
can finance. 

The ticker has its staff of reporters— 
_ about twenty in all, headed by their chief, 

familiarly known on the floor as “Bam- 
ford.” Mr. Bamford also supervises the 
work of four telegraph operators, one of 
whom is stationed in the centre of each 
quarter of the floor. At these points are 
pedestals about like those used for the 
tickers, each equipped with a Morse tele- 
graph key and sounder. The operator 
stands upright while sending. 

Now picture the floor at a few min- 
utes before the opening, with a reporter 
in each crowd. The chief, noting that 
there is an unusually large number of 
brokers in Amalgamated and Union 
Pacific, prepares for a “wide opening” by 
sending one or two extra reporters into 
those stocks until the first rush is over. 

The reporters hear the transactions 
made—they do not wait to be told. Each 
is a witness to nearly every trade which 
takes place in his respective stocks. He 
gets them down in their proper order too; 
this means that he does not report sales 
at 7%, 4%, %, when they should be %, %, 
5%. Standing in the midst of the crowd, 
he hears everything that is said—takes 
mental note of bid and asked prices, 
which act as a check on his record of 
sales. For instance, he knows that a sale 
of 300 shares could not take place at 54, 
when % is bid for any part of 1,000 
shares. 

At times trades are quietly made be- 
tween brokers who care nothing about 
the tape—a couple of floor brokers, per- 
haps, having no clients to whom they are 
accountable. If the reporter does not 
hear or witness the trade, it will go un- 
reported. There 1s nothing in the Stock 
Exchange rules which makes it compul- 
sory for members to report transactions. 

Frequently an unreported trade will be 
referred to in conversation between those 
in the crowd, and the reporter becoming 
aware of it, will put it over the tape “U. 
P. Sld. 500, 164%,” meaning that the 
sale took place previously and is being re- 
ported out of its proper sequence. 
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Often a customer will be given a re- 
port at a price which has not appeared 
on the tape. A protest sent to the floor 
results in the trade being confirmed and 
reported on the tape in like manner. 

The reporter’s equipment consists of a 
paper pad about 3%x4 inches, on the 
reverse side of which, held by a rubber 
band, are a number of slips half that 
size. On the pad is kept his permanent 
record. This is ruled in eight narrow 
columns. When filled out, one of these 
columns appears thus: 





U. P. 
| ~ 800 | 4 | 
300 | 164 | 
1,000 % | 








The smaller slips are used as tiny mes- 
sage blanks on which one or more trans- 
actions in the same stock are recorded. 
These are handed to the nearest tele- 
graph operator who, after sending them 
over his wire, sticks them on a file. 

The reporter carries his own slips to 
the telegraph operator—he does not use 
pages for this important work. Nothing 
must go astray; no cogs must be skipped 
on the ticker’s machinery. 

While out of the crowd sales may take 
place. When he returns he will ask the 
Specialist, or some other broker who will 
reply, “500 sold at 34 and 100 at %.” 
Seldom is anything missed, particularly 
when new high or low prices are touched. 
It is only a step from any crowd to a 
telegraph instrument and the indicators 
on each post give the last sale at all 
times. 

Of course one reporter “covers” a 
number of stocks—from five to twenty, 
according to their activity. There are 
sixteen “posts” on the floor and at least 
one man is assigned to each. A dozen or 
more stocks are located at each post, but 
the majority are inactive ; this enables the 
reporter to devote the major portion of 
his time to those in which transactions 
are numerous. 

Even in panics one reporter can cover 
a stock like Northern Pacific or Union 
Pacific except at the opening. The only 
reason it cannot be done at the opening 
is owing to the size of the crowd, trans- 

















actions taking place at different prices in 
different parts of the group. At all other 
times during the session each crowd has 
its centre and the market for it is repre- 
sented by the highest bid and lowest 
offer. As a rule the reporter circles 
about the post with eves and ears alert to 
catch whatever trades are made. 

One broker may shout “Five hundred 
Steel at an eighth.” 

“Take it,” says another, and the re- 
porter has it on his pad, “U. S. 500, 
45%,” and in a couple of seconds it is 
“over the wire’”’—long before the brokers 
can report it at their telephone booths. 

The four wires—one from each quar- 
ter of the floor, lead to ticker headquar- 
ters—a room on an upper floor of the 
Stock Exchange building. 

In this room, seated about a T-shaped 
table, several shirt-sleeved men are 
grouped. One in the centre has before 
him a round keyboard, about a foot in 
diameter with black, white and colored 
keys, each corresponding to a certain 
letter, figure, fraction or character on 
the printing wheel of the ticker. When 
the key A is touched the wheels on a 
thousand tickers spin around and print 
the letter. It is not quite so rapid as a 
typewriter, but much faster than the 
Morse code, by which the reports come 
up from the floor. 

In front of the man at the keyboard 
a ticker responds to his every touch ; thus 
he keeps tab on his own accuracy. In 
front of him is a small rack which holds 
the reports coming over the four wires. 
These are written on sheets of paper the 
size of an ordinary telegraph blank, and 
the messages are counterparts of the 
original slips written by the floor re- 
porters. 

When the market is active, the room 
seems, judging by the noise, like a tele- 
graph office. At such times it is the busi- 
ness of one man to collect the reports and 
place them in proper order in front of the 
keyboard operator. When the market 
is dull the man at the keyboard (who also 
understands telegraphy), takes the re- 
ports direct from the wire and has them 
on the tape before the receiving operator 
can write them out in long-hand. This 
accounts for the rapidity with which 
transactions appear on the tape in dull 
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times. In big markets the tape is fre- 
quently fifteen or twenty minutes behind 
the actual sales, owing to congestion at 
the keyboard. Obviously it is impossible 
for one keyboard operator to keep pace 
with four wires over which “strings” of 
transactions are being sent all day long. 

In average markets, the telegraph 
operators also watch the tape; when the 
keyboard man sends a report direct from 
the wire, the telegraph operator denotes 
the fact by drawing a line under the re- 
port on the message blank. In this way 
repetitions are avoided, 

Each telegraph wire is equipped with 
a double sounder and resonator. The 
operators sit close to the sounders so 
that no confusion results from the mul- 
tiplicity of incoming reports. 

The precautions taken to prevent de- 
lays or interruptions to the service, are 
evidenced by the double equipment. In 
case of trouble on a wire or with an 
operator, a duplicate wire is switched 
into the service or another operator sits 
down at the other souinder attached on 
the same wire. In fact the whole layout 
is duplicated in another T-shaped table, 
keyboard and set of instruments. 

On the day the writer happened to 
visit headquarters, all hands were at that 
moment looking anxiously at the ticker 
which had just printed in a hesitating 
way, U. P. 164%4-%-%, as it is often 
known to do. The keys did not respond 
properly, and after vainly trying for a 
biief space.of time to bring them into 
proper control again, the Chief said: 

“Tt’s in the circuit. Come over here, 
boys.” 

At the word the “boys” rose like a 
flock of crows, and settled down on the 
other table. The ticker instantly re- 
sumed its story. The interruption had 
taken but a few moments, and no one 
among the thousands of tape watchers 
were aware that anything unusual had 
occurred. 

The tickers thus supplied are the prop- 
erty of the New. York Quotation Com- 
pany, which rents its instruments to 


members of the New York Stock Ex- 
change only. Another thousand tickers 
are owned and leased by the Gold and 
Stock Telegraph Company. These are 
rented to non-members south of Cham- 












16 THE TICKER. 


bers street and to all others (whether 
members or not), north of that thor- 
ough fare. , 

The Gold and Stock Company also 
sends the quotations over the wires to 
Boston, Philadelphia, Chicago and other 


large cities, where similar keyboards dis- 
tribute them over groups of tickers. The 
reports are also cabled abroad. 

Thus in the space of a few seconds the 
market prices of New York stocks are 
published throughout two continents. 


Sensational Mining Advertisements 


How Constructed— How to Detect a Fraud— 


Mark Twain's 


Bonanza 


From HENRY B. CLIFFORD'S Book on Mining: “Rocks in the Road to Fortune.”* 


VER since the wonderful profit 
possibilities of the mining indus- 
try became recognized by a class 
of men ready to go into any busi- 

ness where money can be made without 
manual labor, the public has been impor- 
tuned in every conceivable form to buy 
mining stocks, for a few cents a share, 
which according to the vendors are 
“bound to bring fortunes to the hold- 
ers.” Ninety-five per cent. of these pro- 
motions were based upon simple pros- 
pects, that had not yet proven of com- 
mercial value. 

For some time the system of circular- 
izing was forced. Then the idea of sav- 
ing postage by reaching hundreds of 
thousands by a display advertisement in 
the papers was conceived. Those lavish 
public notices of the fortunes that await 
you by the investment of a few dollars, 
have in a large measure run their course, 
and do not appeal to the intelligent in- 
vestor, who understands that newspaper 
promotions are costly, and not always to 


* Reprinted by permission. 


be accepted as truthful statements of 
facts; but they will appeal to the wage- 
earner not experienced in the ways of so- 
called modern finance. It is estimated 
that thirty per cent. of all the money 
taken in by those who follow this form 
of advertising is paid out to advertising 
agencies. 

Many of the most seductive advertise- 
ments are written by men who know 
very little about mining; some of them 
were never underground. - They have 
been taught to write in the manner of 
the artist, who paints on commission the 
beauties of a landscape. The more fas- 
cinating the picture, the more praise and 
price for the artist. These word-artists 
boast of their ability to promise large 
profits without really saying anything 
upon which a grand jury could indict. 
Of late years, the more successful writers 
of mining literature deal in what Rufus 
Choate called “glittering generalities,” 
and constantly keep in the minds of the 
readers the fact that some man has ac- 
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quired great wealth in mining invest- 
ments, and that the shares offered at a 
few cents have an equal chance of suc- 
cess. The commercial miner, with his 
knowledge of the actual conditions, could 
not write such matter, as his sense of 
honor, proper pride and _ self-respect 
would prevent him. He would know 
that even the mining industry, with its 
enormous possibilities, could not make 
good the promises. These alluring ef- 
fusions, when dissected, mean nothing, 
and when some wronged and indignant 
investor arrests or sues those responsible 
for the efforts, he is often met with the 
defense that a man has a right to believe 
that a mine might be worth a million 
dollars, and yet the-mine itself, from a 
commercial standpoint, not be worth a 
dollar. They know the law cannot con- 
trol the mind of man, and he who ex- 
presses his belief, or who simply says, 
“that he is informed, or that he believes,” 
such a mine will develop into a property 
worth millions, is simply giving an ex- 


pression of opinion; yet, in reading these 


advertisements the unskilled overlook 

- those little legal loopholes. There are, 
however, some able judges who do not 
agree about a man’s belief constituting 
a defense, if the expression of the belief 
has caused some investor a loss and the 
expressor of the belief a gain. This sub- 
ject is further discussed. 

Some judges are of the opinion that 
even the advertising writers are parties 
te the act; that they know that their ef- 
forts are not intended for the public’s 
good, or that there is any reasonable 
evidence of the ability of the promoter 
to keep his promise. The glittering dis- 
plays of ancient history, covering the 
success of some of the most noted mines, 
or obscure cases where a hundred dol- 
lars has brought in a thousand, are so 
skilfully worded that the reader, glanc- 
ing hurriedly over the matter, fails to see 
that in the advertisement there is no pos- 
itive assertion, only hope and promise; 
one line of fact, reading: “We are ship- 
ping ore,” is worth a page of such finan- 
cial chaff. 

There are but two things that should 
be told in a mining advertisement ; first : 
“This is a prospect; some time after 
money is spent upon it, it may pay.” 


The other is: “This mine has ore to-day 
in commercial bodies ; it is well developed 
and equipped ; therefore, it is reasonable 
to conclude that its present showing, 
which is of commercial nature, will con- 
tinue for years.” 

That is all there is to mining. It is one 
or the other, prospect or mine. It may 
be called a mine, but unless it is upon 
a sound commercial basis, it is only a 
prospect, with its attendant hopes and 
risks. The so-called successful financial 
writer tries to cover the fact that a pros- 
pect is not a mine. 

The promoter who is associated with 
some advertising agency has advantages 
not possessed by the average broker. He 
is able to carry credits, and often, before 
his bills fall due, he reaps the harvest 
of his labors. Other brokers are obliged 
to pay at the time their advertisement is 
inserted; besides, they are obliged to 
pay full public rates. They have, also, 
chances of having reading notices in- 
serted that look like legitimate news 
from the mines. 

When they are interested in opening 
some prospect, so-called special news let- 
ters are often published wherein their 
property is made to appear in fascinating 
relief; stories of strikes of rich ore are 
thus chronicled, and to all appearance it 
has the marking of legitimate mining 
news, sent out by the Associated Press. 
Generally this material is prepared and 
mailed to some paper under contract to 
insert financial advertisements. When 
published, other papers reproduce it in- 
nocently, thus the fame of the prospect 
is spread, and those selling the stock 
make up sheets of articles reproduced 
from different papers and mai! them to 
those they are trying to impress. 

Ridicule has often won victories for 
just causes. I am going to apply ridicule 
to the system of sending the self-pre- 
pared articles purporting to reflect the 
worth of some rich property. . Mark 
Twain had experience in the sixties ; the 
value of these so-called telegrams was 
known to him. 

A number of years ago, when he was 
prospecting in the Nevada and Califor- 
nia deserts, his eyes chanced to read a 
dispatch sent by a well-known mining 
writer from San Francisco to the Satur. 
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day Evening Post, in reference to gold 
said to be held in solution in the waters 
of the Calistoga Springs. 

Now, Mark just applied his keen sense 
of humor to the ludicrous situation pro- 
duced by the erstwhile “mining” writer, 
and he himself wrote thuswise : 

“I have just seen your dispatch from 
San Francisco in Saturday Evening’s 
Post,” wrote Mark, “about gold in solu- 
tion in Calistoga Springs, and about the 
proprietor having extracted 1,600 ounces 
of gold in the utmost fineness from two 
barrels of water during the past fort- 
night, by a process known only to himself. 
This will surprise many of your readers, 
but it does not surprise me, for I once 
owned these springs myself. What does 
surprise me, however, is the falling off 
in richness of the water. In my time 
the yield was $1 a dipperful. I am not 
saying this to injure the property in case 
a sale is contemplated. I am saying it 
in the interest of history. It may be that 
the hotel proprietor’s process is an in- 
ferior one. Yes, that may be the fault. 
Mine was to take my uncle (I had an 
extra one at that time on account of his 
parents dying and leaving him on my 
hands), and fill him up and let him 
stand fifteen minutes to give the water a 
chance to settle. Well, then, I inserted 
him in an exhaust receiver which had 
the effect of sucking gold out through 
his pores. I have taken more than $11,- 
000 out of that old man in less than a day 
and a half. 

“T should have held on to those springs 
but for the badness of the roads and the 
difficulty of getting the gold to market. 
I consider that the gold-yielding water 
is in many respects remarkable, and yet 
no more remarkable than the gold-bear- 
ing air of Catgut canyon up there toward 
the head of the auriferous range. This 
air, or this wind, blows steadily down 
through 600 miles of the richest quartz 
croppings during an hour and a quarter 
every day except Sundays; is heavily 
charged with exquisitely fine, impalpable 
gold. Nothing precipitates and solidifies 
this gold so readily as contact with hu- 
man flesh heated by passion. The time 
that William Abrahams was disappointed 
in love he used to sit outdoors when the 
wind was blowing, and come in again 





and begin to sigh, and I would extract 
over a dollar and a half out of every 
sigh. He sighed right along, and the 
time that John Harbinson and Aleck 
Norton quarreled about Harbinson’s dog, 
they stood there swearing at each other; 
and they knew how, and what they didn’t 
know about swearing they couldn’t learn 
from you and me, not by a good deal, 
and at the end of every three or four 
minutes they had to stop and declare a 
dividend. If they didn’t their jaws would 
clog up so they couldn’t get big, nine- 
syllable ones out at all, and when the 
wind was done blowing they cleaned up 
just a little over $1,600 apiece. I know 
these facts to be absolutely true, because 
I got them from a man whose mother 
I knew personally. I do not suppose a 
person could buy the water privilege at 
Calistoga now at any price, but several 
good locations along the course of the 
Catgut canyon gold-bearing trade winds 
are for sale. They are going to be stocked 
for the New York market. They will 
sell, too; people will swarm for them as 
thick as Hancock veterans in the South.” 

There is generally but little fact in . 
these articles. A misrepresented fact is 
punishable and for that reason these 
articles say seldom anything positive like : 
“One hundred tons of ore were shipped 
to the smelter last week.” The reader, 
once posted, can mark these self-pre- 
pared letters at a glance; there is seldom 
any statement of fact. 

When impressed by the promises made 
through newspaper advertisements, re- 
member, that that is not the system of 
raising money followed by commercial 
operators, who have mines. The system 
is too costly ; and further, remember that 
if this system is the sound way, that the 
practical miners have not yet realized it, 
for 


Si cial ab tle queptiitions 
promoted by sensational advertisements 
during the past ten years proves there 
eda Mea tide den « healthy 
Mitfianl quaiting haste. 
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It should be said that not one has so 
resulted, but the number three is set from 
the knowledge that accident, more often 
than the ability of the majority of pro- 
moters, make mines. The writer has 
openly asserted that if one hundred pro- 
moters of prospects or non-commercial 
mines could be eliminated from the field 
of mining, that there would end the sys- 
tem of unsound promotions, for, with 
the passing of the generals, the privates 
or local agents and traveling canvassers 
would find new occupations. 

Where the locality is widely adver- 
tised, the district in which the scene is 
set invariably suffers. The money raised 
does not always find its way into the 
prospects; only a limited portion of it 
goes into actual underground develop- 
ment; when the results do not show ore 
in commercial bodies, the cry against 
mining goes up again. The investors who 
do not reason seldom recognize, that the 
district is not responsible for the foolish 
efforts of men, who do not understand 
mining; but ever afterwards there is a 
feeling of prejudice against that marked 
region, deserving men with properties, 
that do show ore, in need of develop- 
ment, to make the same commercial, ‘fail 
to obtain support in the sections where 
the party prejudiced has influenced. 
What the mining district most requires, 
for a long, healthy life of ore-producing 
activity, is, that development be contin- 
ued upon such lines as give reasonable 
chance of ultimate profit. Sensational ad- 
vertising of the vast riches of the district 
only works permanent injury, unless the 
money obtained is honestly and well 
spent, that the prospect may have a fair 
chance to prove their worth. Every man 
has a right to advertise his wares, but in 
the case of mining, which is based upon 
the risks all experienced men acknowl- 
edge do exist, there should be statements 
of facts, in bold, positive type. Not a 
little fact, so woven between uncertainty, 
history, theory, promises and expecta- 
tions, that the inexperienced can not sep- 
arate the fact from romance. The pub- 
lic is willing to take a fair risk. It wants, 
however, to be told the facts. Commer- 
cial mining is built upon truth, and its re- 
sults are known. Mining builds the 
world’s greatest fortunes, and the restless 


American is eager to share the wealth. 
He believes that he is investing in legiti- 
mate mining; otherwise he would not 
invest. He would speculate in those mine 
shares acknowledged as Stock Exchange 
offsprings when the rise and fall mean 
but little intrinsically to the mine itself. 
Then why is it necessary to garble, to 
distort the truth about a prospect? 

When shares are sold upon the prom- 
ises stated, and the mine does not pass 
upon a dividend paying basis, the pro- 
moter, as an excuse for himself, will 
say that he has honestly tried to make 
a mine. “I did my part; I raised the 
money.” But if success or failure fol- 
lows his effort, it will generally be found 
that the promoter seldom loses. He, at 
least, gets his commissions. He is in the 
business for what he can make out of 
it. Few of them ever consider the com- 
mercial side ; that which appeals to them 
is the proposition that gives the widest 
latitude for exaggerated statements, such 
as the old Bonanza Mine to be reclaimed ; 
or the possible extension of some pro- 
ducing property. Legal talent is em- 
ployed to keep his public assertions with- 
in the limit of the law, and the announce- 
ments are written with a view of exciting 
the inexperienced. There are few cases 
of record, where the investor ever col- 
lects from one of these men. Their fail- 
ures and misrepresentations are usually 
credited to the unfortunate industry to 
which they have annexed themselves. 
Their apologies or regrets that are the 
closing chapter in those unsound ven- 
tures, are mever accompanied by a 
manly statement of the fact, nor of a 
return of that which they received, that 
the wrong may, so far as it lies in their 
power, be atoned for. 

The commercial miner of all districts 
disapproves of these publicity floated 
propositions. They know that success 
seldom follows. Let the investor look 
back ten years and see that if, within 
that period, from thousands of promo- 
tions, there have been even ten great 
dividend paying mines, made by funds 
obtained through this form of sensation- 
al publicity. Then study the source of 
the vast product that yearly flows from 
our mines; the many millions of dollars 
in dividends honestly won. You will 
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find that nearly all of it comes from 
properties that seldom advertise a line, 
but, instead, are making a daily product 
through its own operations, or the results 
of mine leasing. Their efforts are so 
homely, so careful that they have no 
place in the modern world of unsound 
show and tinsel. 

Publicity promotions are not based 
upon the principles that make success. 
They are worked upon the theory that 
one mine is as good as another, and that 
they are justified in capitalizing at mil- 
lions, and keeping a large part of the 
money the public invests as their share 
for inducing men and women to invest. 
Very little of the money paid for the 
shares so sold ever goes into under- 
ground work. There are other avenues 
of expense that must be paid first. 

I know of persons who have held that 
the papers publishing these sensational 
and misleading announcements were in 
part responsible ; but the writer does not 
fully agree upon this point. The great 
metropolitan papers that sell space over 
their counters cannot know of the truth- 
fulness of all financial advertisements. 
It is the business of the papers to sell 
space, not to set a corps of engineers to 
investigate the claims of the promoters. 
Yet, it is a fact, that when it has been 
brought to the attention of many papers 
that certain advertisements were mislead- 
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ing, they have been “thrown out,” and 
only recently a Western promoter found 
it hard to gain access to the principal 
Chicago dailies. 

It may be said of mining papers that 
are in close touch with the iridustry, and 
know, from the few—if any—successes 
which come from sensational advertising, 
that the system does not give substantial 
returns, are better able to discriminate 
between the good and the bad. Provided 
that even a mining organ could take the 
trouble to attempt to draw the distinctive 
line. The remedy lies with the reader; 
let him reason. He can understand that 
sensationalism is for the profit of some 
one, other than the buyer. Let him try 
to sell, and he is met with the statement 
that the broker does not buy, he is selling. 
It does not take a very brilliant mind to 
understand this position. If we can di- 
vert the capital actually intended for 
mine development—from the coffers of 
the promoter, placed there upon claim of 
commissions and expenses,—into actual 
mine or prospect work, the returns would 
be handsome, and soon the industry 
would pass to its proper position in the 
esteem of the people, and while there 
would be disappointments the same as 
follow any industry, there would be less 
by fifty per cent. than the records show 
under prevailing conditions of modern 
premotion. 


burnt children may see the reason why they should in future avoid the fire, 
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If I Were a Broker 


By A. CLIENT 


F I were a broker I should bend every 

I effort toward the building up of a 
clientele of money-makers. 

Realizing that every investor or 
speculator is void of knowledge as to the 
terms, usages, customs and methods of 
the Street, it would be my first endeavor 
to inform them as fully as possible re- 
garding these things. 

Of course, I could not sit down for 
hours and instruct each new client as he 
appeared, but I could put the vital points 
into printed form and place them in his 
hands. I should tell him which books, 


etc., give the clearest idea of the subject, 
and encourage him to study deeply, point- 
ing to the fact that the losers in the field 
are composed largely of those who oper- 
ate unintelligently ; also that certain indi- 


viduals have succeeded because they 
“knew how.” 

I should not advise a beginner to ven- 
ture more than a small fraction of his 
capital at the start. My own experience 
has taught me that I would have made 
greater progress by commencing to trade 
in very small quantities. I would be 
more “to the good” now if my first 
trades had not been so large. It took me 
a long while to learn the ropes. Had 
some one warned me, my _ schooling 
would not have cost so much. The mar- 
ket can be “learned” just as well with ten 
share lots as a unit—no need of trying 
to interpret Greek poems till you’ve at 
least learned the alphabet, 

My experience in the market reminds 
me of an old friend who, having made a 
small fortune (for him) in a real estate 
deal, decided to go into the country and 
raise chickens for profit and diversion. 
He spent about half his capital in the 
purchase of a farm, erecting the most 
approved houses and installing up-to- 
date incubators, etc. Everything was on 
an elaborate and expensive scale. He 
was going into the business permanently 
and thought he’d better have everything 
the best. 


When all was prepared he started the 
first “hatch” and after many anxious 
days and nights, the day arrived when 
the chicks were due to pick their way 
out. The family was in constant atten- 
dance and expectancy was at a high pitch 
but nothing’ “picked”—not a single peep 
was heard from the whole blooming 
batch of eggs. 

Other “hatches” came along and a few 
scrawny chicks finally appeared; most of 
them died at a tender age. In fact, it 
was a hard luck story from the very be- 
ginning. Finally, after a couple of years’ 
pegging away he succeeded in hatching 
and raising a good percentage and now 
he is making money in the business. 

Had he been wise he would have start- 
ed in a small way in his back yard, profit- 
ing by his mistakes until his big plant 
was justified. But no one warned him. 

It was exactly the same way with me. 
I began buying and selling hundred share 
lots and lost a pile of money before I 
even got hold of the first working prin- 
ciples. My broker was a good fellow 
but a little too anxious to get me in and 
out, so that he could profit by the com- 
missions: A very short-sighted policy 
this is in my opinion, for I soon discov- 
ered it and quit him. 

If he really had in mind the building 
of a solid foundation for future business, 
he would have encouraged me to start 
small and proceed cautiously. Out of 
the several thousand dollars I lost 
through his office, nearly half represented 
commissions. I now pay out every year 
more money in commissions than the 
amount of my original capital. My pres- 
ent broker, who was of practical assist- 
ance to me when [ took my account over 
to him, has and will continue to profit 
handsomely by his enlightened self-in- 
terest. 

If I were a broker I should never give 
a tip to a client. My plan would be to 
unearth opportunities, making certain of 
the facts and laying the proposition be- 
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fore the client with the distinct under- 
standing that there existed no desire to 
influence him, but simply to call his atten- 
tion to the situation. I have found that 
very few brokers are willing to play their 
own tips. Some say they have to give 
tips—their customers want to be told 
what to do—without tips they wouldn’t 
do much business. I think they could 
better afford to do less business than have 
their clients lose money. 

Those who trade on tips nearly always 
lose because tips usually emanate from 
those who take the opposite side of the 
market. 

A broker seems justified in giving an 
opinion provided he says, “This is only 
my opinion.” The market is made by the 
concensus of opinions held by millions of 
people. Any one man’s opinion is but a 
drop in the bucket, and should be given 
and accepted as such. 

Opinions of brokers and others seem 
to be moulded by the market itself. In 
proof of this read all obtainable financial 
articles in newspapers, together with 
such market letters as are available and 
you will find that the market’s action is 
responsible for most of the opinions. 
Current market literature is like the 
snapper on the end of 2 whip—it makes 
its crack at the finish of the stroke. 

If I were a broker I should pay peo- 
ple to bring me information on which 
my clients could make money. All other 
considerations would be secondary to 
this. I would realize that if my clients 
were unsuccessful they would suspend 
operations or go elsewhere; so it would 
be up to me to exercise a sort of guard- 
ianship over them by supplying the best 
and most reliable information which they 
might turn into profits. Money spent 
for this purpose would be well invested. 

As it would be impossible for me to 
see and talk with all my clients, I should 
weave the information into a helpful, 
suggestive, interesting market letter, and 
issue it once a week. Out of hundreds of 
brokers’ letters which have been mailed 
to me in times past, there is only one 
which I consider of real practical assist- 
ance to me in my trading. It gives a 
clear, concise view of the situation in 
the general market, then into details 
as to developments in a dozen or so dif- 






ferent properties. It does not announce 
off-hand and know-it-all style, “Union 
Pacific is a purchase at these prices and 
will sell higher,” but goes into reasons 
why this and other stocks are cheap or 
dear. It is the sort of letter that shows 
knowledge, research and close attention 
te the interest of the firm’s clientele. 

If I were a broker I should not specu- 
late either for myself or my clients, be- 
cause it would take my attention away 
from them, and subordinate their inter- 
ests. I should also be deterred by fear 
of overstepping the mark and encroach- 
ing upon my capital. As a trader I know 
how desperate one becomes at times when 
he is forced to stand a series of losses, 
and I should not want to even approach 
the point where I might be tempted to 
plunge. There is a limit to every man’s 
power ot resistance; every man has his 
price. I should never want to see how 
close I could come to mine without being 
scorched. 

When a stranger or a new client came 
into my office I should greet him cordial- 
ly, but not effusively. It would be my 
endeavor to make him feel at home and 
to inspire confidence in him. This would 
not call for “jollying,” wining or dining. 
I should conduct myself so that he would 
be impressed with my interest in his wel- 
fare and make him feel that he could 
trust me implicitly ; that what I told him 
he could bank on, and whatever opinion 
was given would be sincere. 

I should give him the benefit of all 
doubts in the handling of his orders, 
charge him the lowest possible rate of in- 
terest, render his statement promptly and 
never keep him waiting for money he 
wished to withdraw. 

My office, if I were a broker, would be 
equipped with a quotation board, so that 
the client could see how the market had 
ranged before he arrived on the scene. | 
cannot understand the fogyism of some 
houses who refuse to install a board. Go 
into an office where there is only a ticker 
and you will find two or three tired look- 
ing traders standing on one foot and 
leaning against the ticker. But where 


there is a board there is a large attend- 
ance, life and activity; a trader can see 
at a glance all preceding fluctuations and 
note the relative movement of the varl- 
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ous groups. A board is of great advan- 
tage. 

If I were a broker it would be my aim 
to treat the ten-share trader with the 
same courtesy and consideration as I 
would show to a larger operator. I 
would thus be serving his interest as well 
as my own. His ventures would be of as 
great import to him as the five hundred 
share orders of the larger traders and I 
would realize that to help and encourage 
him would probably lay the foundation 
for many years of his patronage. I 
should tell him frankly that he must feel 
free to call upon me for advice and as- 
sistance, but that he could not look to 
me for “sure things” as the possession 
of these would make me independent of 
the brokerage business. 

I would see that the execution of or- 
ders was handled in a most expeditious 
way and to the client’s satisfaction. I 


would also make it my business to see 
that there was no unnecessary delay in se- 
curing quotations. It is said that brok- 
ers are dependent upon the pages and 
doorkeepers on the floor for quotations ; 
unless these functionaries are liberally 
tipped clients are obliged to wait ten or 
twenty minutes for what should take two 
minutes. If this is the case I should 
spend a few dollars and get what is due 
my clients, even if I had to submit to a 
lot of petty grafters. 

In a word, I should give my custom- 
ers SERVICE in exchange for their patron- 
age, take a personal interest in their 
welfare, be sincere in my recommenda- 
tions, and sound in my methods of con- 
ducting the business. 

I should put myself in the client’s place 
and give him just what I should desire 
if our positions were reversed. 

Such is my ideal of a broker. 


Low-Priced Stocks 


By THOS. GIBSON 


NE thing which operates in the 
public mind against purchases of 
low-priced stocks is the lack of 

income return. Also most speculators 
have a tendency to revert to past rec- 
ords. “This security has reached the 
highest point in its history” or “It is as 
high as it went last year.” It requires 
but a little reflection to see the fallacy 
of this method of defining mechanical 
limits. The question is not at all as to 
how low or how high the stock has 
been in the past, but of its present value 
and future prospects. It is not so very 
long ago that Union ,Pacific sold below 


$10 a share, but when the stock had 
recovered to, say, 30, there is no reason 
to believe that the public attitude was 
not the same as to-day; 30 was a dizzy 
height and 40 was a joke. But what 
became of the bears at 30 and 40? And 
this does not apply specifically to Union 
Pacific, but to practically every high- 
priced security on the list. 

The extent of advance from low prices 
which may have been established without 
reason or warrant is also frequently 
given more consideration than is de- 
served. I remember that in 1904 few 
brokers or advisers had the temerity 
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to advise purchases of U. S. Steel 
stocks. After Steel preferred had ad- 
vanced from 49 to around 65, it was 
found that practically every brokerage 
house in the city had a surplus of short 
commitments in the stock on its books. 
The mistaken operators who persisted 
in a bearish attitude toward Steel pre- 
ferred at 65 or at 75 simply figured that 
it had “gone up enough,” without con- 
' sulting the present or, what is more im- 
portant, the potential value of the secur- 
ity. If you can satisfy yourself that a 
certain stock selling at 50 is worth 100 
or is going to be worth 100, you need 
not be concerned about the fact that it 
has never sold above 50. To 100 it 
will go, if your deductions are correct, 
no matter how many records are smashed 
on the way up. Statistics have their 
uses, but they are so generally. abused 
that I sometimes think we would all be 
better off if figures could be erased from 
both our records and our memories, so 
we would be compelled to look at what 
a thing was worth before we bought it. 

There is still another mental but close- 
ly related phase which militates against 
prices at present. We are making too 
many odious comparisons. The reports 
which are now forthcoming are not only 
records of what is past, but records of a 
panic year compared with a banner year. 
We find the margin of safety much re- 
duced in many stocks by comparison 
with this factor a year ago. If in 1907 
we had observed that the margin of 
safety in a certain preference was 20% 
we might have been alarmed because of 
fears that this margin would be totally 


eliminated. We were on the back track. 
But to-day we may confidently buy that 
same security with its margin of safety 
reduced to 10% because we are facing a 
constructive future in which there is lit- 
tle danger of a further reduction of this 
margin and every reason to anticipate 
improvement. 

Union Pacific, Atchison and a host of 
other securities passed through their 
baptism of fire a few years ago. When 
the recuperative power of the country 
and the natural accretion of values be- 
gan, to overcome the errors, accidents © 
or manipulation which caused the down- 
come, there were not wanting cynical 
people who looked upon the rising prices 
as abnormal. The late Mr, Weirshoeffer 
called Atchison “a streak of rust across 
a desert” and sold it short. The price 
at the time was about $8. 

All of which is intended to lead up to 
the opinion that many of the low-priced 
issues of to-day may, and probably will, 
be the features of the future. In years 
to come such stocks as Pennsylvania will 
disappear into tin boxes as Lackawanna 
did and some security which is kicking 
about the street now will be whooping 
things up and entertaining the chair- 
warmers in brokerage offices with mov- 
ing pictures on the blackboard. It needs 
only confidence in our resources and in 
the integrity of purpose and ability of 
our financiers or, lacking the last-named 
factor, confidence in the ability of our 
legislators to insist upon correct methods, 
to see that the Erie or the Alton of to- 
day will become the Union Pacific or the 
Reading of to-morrow. 





Bond Formulas. 


HAT must be paid for bonds 
amounting to $10,000 matur- 
ing in ten years with 4 per 
cent. interest, to net 6 per cent., 

and give the formula by which you arrive 
at the figures? 

The question does not mention 
whether interest is to be paid annually, 
semi-annually, or quarterly, which makes 
a difference in the result. If annually, 
the price to be paid is $8,527.98 ; if semi- 
annually it is $8,512.25. 

The process is as follows, at annual 
interest : 


“nearest cent.” You have thus had 6 
per cent. interest continuously on the 
amount invested. 

The work of multiplying 1.06 by itself 
9g times and then dividing $1 by the 
product is very tedious. It is immensely 
shortened by the use of logarithms. Sim- 
ply take the logarithm of 1.06, multiply 
it by 10, subtract that from zero, and 
search in the book of logarithms for the 
corresponding number, which is at once 
found to be .5583048. 

Algebraically expressed, the formula 
is much simpler. Let c represent the 





there are periods (10). 


income (6 — 4 = 2). 


tracted from $1. 
proposed terms. 


$8,527.98, or 
and from it subtract the cash interest 
and the remainder 


and we have 





a. Add to $1 its net income for one period. 
b. Multiply this by itself till you have used it‘as a factor as many times as 
106 X 1.06 X 1.06 X 1.06 

X 1.06 X 1.06 X 1.06 

X 1.06 X 1.06 X 1.06 


c. Divide 1 by the result of b. 1 + 1.790847 = .5583948 
d. Subtract the result of c from 1. 
e. Multiply this by the difference between the cash interest and the net 
.4416052 XK 2 = .8832104. 

f. Divide this by the net income rate (6). 

g. This last result is either premium or discount. 
is larger than the cash interest, it must be discount. 
I. — .1472017 = .8527983, which is the value of $1 on the 


h. The value of $10,000 of bonds is 10,000 times as much, or $8,527.08. 
To prove that this is correct, take the first year’s income. 6% of 


is the appreciation caused by the bond approaching maturity. 
Add this to 


1 + .06 = 1.06. 


1.0000000 — .5583948 = .4416052. 


8832104 + 6 = .1472017. 
As the net income rate 
Therefore it is to be sub- 








as the value of the bond when it has only 
nine years to run, 

Again. Compute a year’s interest on 
this principal, and repeat the process, un- 
til at maturity the value is found to be 
$9,999.90, and the amount paid to re- 
deem it is $10,000. The odd cent is due 
to the fact that in the orignal price about 
3 mills were saved to the purchaser at the 


* From 


“Business Short Cuts,” Bookkeeper Pub. 


cash interest received periodically on 
each unit of par, r the rate of net income 
on each unit invested, » the number of 
periods, then the premium or discount. 
PRESENT VALUE OF BONDS. 
Problem.—What can I pay for a 6 per 
cent. U. S. Bond maturing in 10 years, so 
that my investment will yield to me 4 
per cent. interest payable semi-annually ? 


Co., Detroit. 
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Rule.—Divide the compound interest 
on $1.00 at the required rate for the 
given time by the regular rate; multiply 
the quotient by the interest on the bond 
for one year ; to the product add the face 
value of the bond and divide the sum by 
the compound amount of $1.00 at the re- 
quired rate for the given time. 


Explanation of the Rule—(a) There 
are two methods for the solution of 
problems relating to stock and bond in- 
vestments, viz., the Simple Interest 
Method, and the Compound Interest 
Method. (b) The government uses the 
Compound Interest Method. (c) This 
method allows the investment and each 
payment of interest on thé bond to be 
compounded, at the investor’s rate, to 
maturity. (d) Each payment of interest 
is compounded at the end of each bond 
interest interval, while the investment is 
compounded at the end of each of the in- 
tervals agreed upon in contract. (e) If 


there be no such agreement, the invest- 
ment is compounded at the end of each 


of such intervals as are equivalent to a 
bond interest interval. (f) Whenever 
the bond interest interval and the invest- 
ment interest interval are of unequal du- 
ration, both are reduced to respectively 
equal intervals and the interests calcu- 
lated accordingly. (g) The principle in- 
volved in the compound interest method 
is: Any payment of interest is worth the 
same interest rate to the investor as he 
receives from the entire investment. (h) 
The final value of the interest payments 
at the maturity of the bond is the sum of 
the compound amounts of the payments 
at the investor’s rate. (i) The maturity 
value of the bond is evidently the sum of 
the face value of the bond and the final 
value of the interest payments. (j) 
Then, in accord with above principles the 
investment is the compound present 
worth at the investor’s rate per interval, 
of the maturity value of the bond. 


[Ed. Note.—The use of a Bond Table 
enables one to arrive at these figures in a 
moment. ] 















































Correct Execution of an Assignment 


on a Stock Certificate 


How to Sign and Fill in so as to Avoid Trouble— 
Safety and Economy in Shipping 


By an EX-CASHIER 


HERE is a right and a wrong way 

I of doing the necessary with 

stocks and bonds and the reason 

so many people make mistakes 
and are subjected to delay and anoyance 
in such matters is probably because no 
one has ever taken the trouble to publish 
full directions. 

In large houses, scarcely a day passes 
without some “fool mistake” being made 
by a client who forwards his certificate, 
in a thoroughly balled-up condition, to 
be sold, or used as collateral. If there are 
forty ways of doing the thing right, some 
one is sure to find one wrong way of 
twisting things on the back of a bond or 
stock certificate so that it is rendered un- 
available. The houses themselves are 
largely to blame for this. Every well 
regulated house should issue to its clients 
a printed folder giving full and com- 
plete instructions. The cost would be 
trifling and the saving of money and 
trouble considerable. 

As an illustration let us imagine that 
J. H. Smith, an out-of-town client of a 
New York Stock Exchange house, wishes 
to buy 100 shares of Steel common and 
pay for it in full. He writes his order 
to the house, encloses a New York draft 
for the approximate amount and adds 
these instructions: “Transfer the cer- 
tificate to my name and forward to me.” 

The broker is obliged to pay 4% 
more for the stock than the amount 
called for by the check, so he sends 
Smith a memo. showing $25 due, with 
this message: “Kindly give us your full 
first name.” 


Smith is a facetious chap and replies, 
“Enclosed check. My first name is John 
—full or sober.” . 

The broker then sends the 100 shares 
to the transfer office and the next day 
recives a new certificate stating that John 
H. Smith is entitled to 10o shares of 
common stock in the U. S. Steel Cor- 
poration. 

Upon receiving the certificate, Smith 
locks it away in his safe deposit box and 
in a few months, wishing to dispose of 
it, gets it out, dashes his name on the 
back—J. H. Smith—and sends it on to be 
sold. 

Now a certificate should be endorsed 
on the back exactly as it appears on the 
face; hence the broker cannot use it un- 
til it is re-signed John H. Smith under- 
neath the first signature. This requires 
a return of the stock and by the time it 
again reaches Wall Street the price has 
declined two points, costing Smith $200 
for his ignorance of a small detail. 

Some houses would sell the stock 
when first received and send Smith a 
separate Power of Attorney for proper 
signature, holding the certificate in the 
interim. There is always a risk in such 
transactions. Smith may die; the stock 
would then be tied up for a considerable 
time. Many companies refuse to recog- 
nize a separate Power of Attorney so 
this method cannot be followed in all 
cases, 

On most stock certificates there is 
printed the following notice, which the 
majority entirely overlook: The signa- 
ture to this assignment must correspond 
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with the name written upon the face of 
the Certificate in every particular, with- 
out alteration or enlargement, or any 
change whatever. 

There are three parts or sections of 
this assignment. The first part executed 
should be the Signature. The proper 
piace for which is next to the bottom 
line and in front of the letters L. s. The 
date of execution should then be entered 
in its proper place and a witness (before 
whom the certificate has been executed ) 
should sign his name under the words 
“Tn presence of.” 

This is all that is required to make the 
certificate negotiable among those who 
know the owner's signature. But the 


and stating in whose name the stock 
stood. 

The top section of the assignment on 
the back of a certificate is used only 
when it is to be transferred into another 
name; that is, when a new certificate is 
to be issued. 

Note the difference between transfer 
of the certificate and change of owner- 
ship; it is not necessary to fill in the top 
blank line when a certificate is merely 
changing hands. This mistake causes 
endless trouble. 

Some of the errors in this direction 
would seem to indicate a lack of intelli- 
gence on the part of stockholders, but 
in reality they are due to carelessness. 








Dated, 


In presence of 





hereby sell, assign and transfer unto 
shares of the Capital Stock 


represented by the within Certificate, and do hereby irrevocably constitute and 


appoint 
Attorney to transfer the said stock on the books of the within named Company 


with full power of substitution in the premises. 








Official Form of Assignment on Back of Stock Certificate 


certificate is to be circulated as though 
it were a dollar bill among brokers and 
others, who do not know or recognize 
the signature ; hence Smith’s broker must 
guarantee his signature. This is done 
by signing the firm’s name below Smith’s 
Some concerns use a rubber stamp “Sig- 
nature Guaranteed”; below this imprint 
the firm name is ‘signed. 

When a certificate has been put in the 
above shape, its ownership passes to 
whomever it may be delivered. In this 
condition it is available as collateral for 
a loan, or it may be deposited as mar- 
gin. If lost, it could be negotiated by 
the finder, but the owner would be able 
tu stop its transfer on the books of the 
company by simply notifying the trans- 
fer office giving the certificate number, 


For instance, many people when for- 
warding stock to their brokers fill in 
their own names after the words “trans- 
fer unto.” It must be obvious that a 
certificate standing in the name of John 
Smith cannot be sold, assigned or trans- 
ferred to the same individual. Smith 
cannot sell to himself. It is the business 
of the person who wishes a new certifi- 
cate issued in his own or another’s name, 
to fill in this part of the assignment. 
All others should leave the assignment 
blank. 

A word as to the proper way in which 
a certificate should be filled in for trans- 
fer. If it is a 100-share certificate, and 
the buyer wishes 50 shares issued in his 
name and 50 in the name of his wife, it 
should appear thus: ven 

















William H. Tones, 98 Pearl St., 
N. Y., 50 shares; Annie C. Jones, 44 
W. 58th St., N. Y., 50 shares. 


If it is to be in one certificate in the 
name of Mr. Jones, it should read: 
William H. Jones, 98 Pearl St., 
N. Y., 100 shares. 


The center of the assignment provides 
a place where the owner of the certificate 
may appoint an attorney for the purpose 
of transferring the certificate. It reads: 


“and do hereby innevocably constitute 
and appoint At- 
torney, etc. 


The advantage of this is chiefly when 
certificates are to be sent by registered 
mail or by express with a low valuation. 

This appointment gives the Attorney 
no other power except to transfer the 
stock or to appoint another attorney in 
his own place. The attorney does not 
attain ownership of the certificate. He 
is simply appointed to do a certain thing, 
and this power is retained by him until 
he either transfers the stock or signs 
what is called a Power of Substitution. 
The latter leaves open the appointment 
of another attorney by him or anyone 
who chooses to avail himself of the priv- 
ilege. 

The Power of Substitution reads as 
follows: 

I hereby irrevocably constitute and 
appoint At- 
torney, my substitute to transfer the 
within named stock under the fore- 
going power of attorney, with like 
power of substitution. 


This is rubber-stamped on the blank 
space below, and is signed, dated and 
witnessed the same as the main assign- 
ment. If executed by an unknown indi- 
vidual the signature must also be guar- 
anteed by a brokerage firm. 

Now let us illustrate the practical side 
of this seemingly complicated subject. 
John Smith, living out of town, has sold 
this 100 shares of Steel (worth $5,000 
in round figures), and wishes to send it 
to New York in the most economical way. 
He finds that the rate charged by the 
express companies is 25c. per $1,000 
valuation: the cost, therefore, would be 
$1.25. He does not wish to risk sending 
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under a $1,000 valuation, because if the 


* stock were lost in transit the express 


company would be liable only for that 
amount. 

He inquires of his bank and finds that 
by filling in the name of his broker as 
Attorney, he fixes the stock so that no 
one but that particular broker can use 
it. Thus he is free to send it by regis- 
tered mail, with full protection and at a 
cost of only ten cents. 

Upon receipt of the certificate the 
broker stamps a Power of Substitution 
below the printed form. This he exe- 
cutes, Jeaving the Attorney space blank. 
The certificate thereby again becomes 
negotiable. 

Irrevocable means incapable of being 
revoked or repealed—unalterable. 

Certificates that are sent back and 
forth in this way frequently, have sev- 
eral Powers of Substitution stamped up- 
on them, each signed, dated and wit- 
nessed. On all except the last the At- 
torney’s name is filled in. The fact that 
one of these Powers is “open” makes the 
certificate negotiable or as it is called 
among brokers, “A Good Delivery.” 

The New York Stock Exchange has 
established certain Rules for Delivery, 
the principal ones of which are given be- 
low. Many of these relate to dealings 
between brokers, but their presentation 
will doubtless aid in clarifying a part of 
the Street’s machinery. The rules will 
be found on the next page. 





Question: Who in Wall Street does not read 
THE TICKER? 


Answer: —— 











Delivery Rules of the New York 
Stock Exchange. 


1. Securities admitted to dealings upon the New York Stock Exchange, 
Registered and Transferable in the Borough of Manhattan, City of New York, 
in conformity with the requirements of Section 1 Art. XX XIII of the Constitu- 
tion, are a delivery: 


(a) Certificates of Stock for 100 shares or odd lots aggregating 100 shares, 
with irrevocable Assignment for each Certificate, and in the name 
of a member or his firm, registered and doing business in the Bor- 
ough of Manhattan. Certificates for the exact amount or aggre- 
gating the amount of an odd Ict. 

(b) Or with irrevocable Assignment witnessed by, or correctness of sig- 
nature guaranteed by such member or his firm. 

(c) Or with irrevocable Assignment and Power of Substitution and a 
separate guarantee by such member or his firm, for each Power of 
Substitution. 

(d) Coupon Bonds payable to Bearer, in denominations of $500 or $1,000 
each, with proper coupons of the bond’s number securely attached. 
Small bonds, under $500, only in special transactions. 

The money value of a missing coupon may be substituted only with 
the consent of the Committee on Securities for each delivery. 

(e) Registerable Coupon Bonds in denominations of $500 or $1,000 regis- 
ered to Bearer, or when transfer books are closed, with an Assign- 
ment to Bearer for each bond by a member or his firm or witnessed 
by a member, or the correctness of the signature guaranteed by a 
member or his firm, registered and doing business in the Borough of 
Manhattan. 

(f) Registered Bonds in denominations not exceeding $10,000 properly 
assigned. 


2. Securities contracted for in amounts exceeding 100 shares of Stock or 
$10,000 in Bonds, may be tendered in lots of 400 shares or Stock or $10,000 in 
Bonds, or any multiple of either, and must be accepted and paid for as delivered. 

3. Sectirities with Assignment, or Power of Substitution, signed by an In- 
solvent, are not a delivery. During the close of transfer books, such securities 
eld by others than the insolvent, are a delivery if accompanied by an affidavit 
for each certificate or bond, that said securities were held on a date prior to the 
insolvency. 

Securities with Assignment or with Power of Substitution, guaranteed by a 
member or his firm, suspended for Insolvency, are not a delivery and must be 
guaranteed by a solvent member or his firm. 

Securities in the name of a deceased person, or a firm that has ceased 
to exist are not a delivery, except during the closing of the transfer books. The 
Assignment must be proved or acknowledged before a Notary Public. (Form 
No. 3, for witness 10 and 11.) , 

ities with either the Assignment or any Power of Substitution wit- 
nessed by a deceased person are not a delivery. 
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5. Securities assigned, or a Power of Substitution by a firm that has dis- 
solved and is succeeded by one of the same name, are a delivery, when the new 
firm shall have signed the statement “Execution guaranteed,” under a date sub- 
sequent to the formation of the new firm. 

6. Securities in the name of a corporation or an institution or in a name 
with official designation, are not a delivery, unless Assignment is sworn to before 
a Notary Public. The Notary Public must also make a deposition that he fias 
seen the minutes of the institution authorizing the person or persons signing to 
inake the Assignment. (Forms 8 and 9g.) A certified copy of the resolutions of 
the proper authorities of the Company in whose name the security stands, author- 
izing the Assignment, and giving date of adoption, must accompany the security. 

7. Securities with an Assignment or a Power of Substitution signed by 
Trustees; Guardians, Infants, Executors, Administrators, Assignees and Receiv- 
ers in Bankruptcy, Agents or Attorneys are not a delivery. 

8. Securities assigned by a Married Woman are not a delivery. A joint 
assignment and acknowledgement by husband and wife before a Notary Public, 
will make such security a delivery only while the transfer books are closed. 
(Form No. 4.) 

9g. Securities in the name of an Unmarried Woman, with the prefix “Miss,” 
are a delivery without notarial acknowledgement, when signed “Miss.” 

10. Securities in the name of an Unmarried Woman (without the prefix 
“Miss”), or a Widow are a delivery only when the Assignment is acknowledged 
before a Notary Public. (Form No. 5.) 

11. Securities of a Company whose transfer books are closed indefinitely 
for any reason, legal or otherwise, the Assignment and each Power of Substitu- 
tion must be acknowledged before a Notary Public. (Forms Nos. 2, 3; for wit- 
ness, 10 and II.) 

12. Securities in the name of Foreign Residents are not a delivery on the 
day the transfer books are closed for payment of a Dividend or Registered in- 
terest, and reclamation can only be made on that day. 

13. Securities in the name of Foreign Residents must be accompanied by 
an acknowledgement before a United States Consul or J. S. Morgan & Co., Lon- 
don, when required by transfer agents. 

Several Companies having transfer offices at Grand Central Station, New 
York, make this requirement. 

14. Certificates of stock on which the name of a transferee has been filled 
in error, may be made a delivery during the closing of the transfer books by 
ruling of the Committee on Securities. Necessary form of release, cancellation 
and reassignment will be furnished on application to the Committee on Securities. 

15. An endorsement by a member or his firm registered and doing business 
in the Borough of Manhattan, or the signature as a witness by such a member, 
of a signature to an Assignment or a Power of Substitution, is a guarantee of its 
correctness. Each Power of Substitution, as well as the Assignment, must be so 
guaranteed, or witnessed. 

16. The Receiver of Stock may demand delivery hy transfer when the 
transfer books are open, and must give ample time in which to make transfer. 
The Seller may demand payment for the securities at the time and place of trans- 
fer. The Seller may make delivery by transfer when personal liability attaches to 
ownership. 

17. When a claim is made for a dividend on Stock after the transfer books 
have been closed, the party in whose name the stock stands may require from the 
claimant presentation of the certificate, a written statement that he was the 
holder of the Stock at the time of the closing of the books, a guarantee against 
any future demand for the same and the privilege to record on the certificate 
evidence of the payment by Cash or Due Bill. 

18. “Coupon Bonds issued to Bearer, having an endorsement upon them not 
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properly pertaining to them as a security, must be sold specifically as ‘Endorsed - 
Bonds,’ and are not a delivery, except as ‘Endorsed Bonds.” 

Extract from Resolutions of Governing Committee, adopted May 23, 1883. 

A definite name of a person, firm, corporation, an association, etc., such as 
“John Smith,” “Brown, Jones & Co.,” “Consolidated Bank,” appearing upon a 
Coupon Bond, and not placed there for any purpose of the Company by any of 
its officers, implies ownership, and is an “Endorsed Bond” under the above reso- 
lution. 

19. Any endorsement on a Coupon Bond, stating that it has been deposited 
with a State for bank circulation or insurance requirement, may be released and 
release acknowledged before a Notary Public; it will then be a delivery as a 
“Released Endorsed Bond.” 


“RicHuts” To SUBSCRIBE. 


20. Assignments of “Rights,” with the signature of the assignor witnessed 
and guaranteed in the same manner as other Assignments as provided in these 
rules, are a delivery: 

(a) An Assignment of the “Rights” accruing on each 100 shares; or, 

Assignments of “Rights” on odd lots aggregating the “Rights” on 
100 shares. 

(b) An Assignment for the exact amount, or Assignments aggregating 

the amount, on a sale of the “Rights” accruing on an odd lot of stock. 

21. Assignments of “Rights” in the name of a Married Woman, Widow 
or an Unmarried Woman are a delivery without notarial acknowledgement. 

22. Assignments of “Rights” made by a deceased person or a firm that has 
ceased to exist are not a delivery, and must be taken back by the party delivering 
them. 

23. Assignments of “Rights” signed by Trustees, etc., or for corporations, 
etc., are not a delivery, until passed by the Committee on Securities. 

24. Assignments of “Rights,” except those sold specifically for “Cash,” can 
be delivered or demanded only on the date fixed for delivery by the Committee 
on Securities. 

25. Due Bills for Assignment of Rights on borrowed stock must be re- 
deemed on the date fixed for the delivery of Assignments of “Rights.” 

26. Due Bills for “Rights” accompanying stock, which by ruling of the 
Committee on Securities, does not sell “Ex-Rights” at the closing of the books, 
must be redeemed on the specific date fixed by the Committee on Securities. Such 
Due Bills if signed by a non-member, must be guaranteed by a member or a firm 
registered and doing business in the Borough of Manhattan. 

27. Due Bills for “Rights,” or an Assignment of “Rights,” for all accrued 
“Rights” must accompany securities delivered on a time contract. 

When the right to subscribe terminates before the maturity of a time con- 
tract, special ruling will be made by the Committee on Securities. 

28. If default is made, “Rights” may be bought or sold for the account 
of the party in default, at the place in the Exchange where “Rights” are traded in. 





Statistics 


of Business 


Failures 


AND 


How They Are of Use in Forecasting Business Conditions 


By MARY B. SMITH 


A Statistician Associated with Roger W. Babson 


HAT is the meaning of failure? 
W An age old question is this, 
and one going deep down into 
philosophy for its answer. If 
we are pessimists, the significance of the 
thing is the same as the dark outlook on 
life in general ; each separate failure only 
goes to prove the uselessness of the 
struggle. The fact that life goes on, and 
many times the failure is turned into 
a part of final success, is one of the best 
proofs of the wrong viewpoint of the 
pessimist, and one of the stepping stones 
that helps the man who looks upward and 
onward as he goes. 

There are at least two kinds of opti- 
wists in the business world, as every 
where, because all kinds and classes of 
men touch business somewhere, and al- 
though they sometimes seem a vast, toil- 
ing, fighting mass, yet in the same way 
that great individualities at the top turn 
entire financial tides by their personal 
view of affairs, so personalities less 
strong alone, give their stamp to combi- 
nation and work one way or another, 
throughout the mass. The optimists are 
known by their enthusiasm, energy, con- 
fidence in ultimate good times and gen- 
eral willingness to go half way up the 
road to meet hem. As a class, both have 
these qualities, but the class divides ac- 
cording to their respective ways of look- 
ing at failures, and the statistics of 
failures. 

In the one group we have the men 
who go into business, with small capital, 
little training, and inexperience ; some of 
these make money always and are suc- 
cessful by means of luck and chance, in 
a most fortunate combination. They find 
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no utility and little meaning in statistics, 
yet, even when they seem uniformly suc- 
cessful they belong to the same set 
against whom the rest of the business 
world needs protection. For among the 
men who start in this way are those who 
are most likely to add to these statistics 
another disaster of greater or less pro- 
portions. They are the optimists one 
should fear and are most to be feared at 
the critical periods when years of 
prosperity yield to less fortunate condi- 
tions. 

On the other hand, in the second group 
we have the same faith in the forward 
movement of the business world from 
generation to generation, but it is a faith 
of larger understanding of the various 
difficulties in the way, the necessity for 
thought and work, and an appreciation 
of every improvement tending toward 
better methods and a more complete sys- 
tem in every office and workroom. 

The evolution of the New England 
“Yankee,” the Southern planter and the 
owner of the first railroad. has given the 
history of American Finance many 
wrecks and stormy passages. The coun- 
try as a whole has seemed to belong to 
the optimist class above described, but 
such characteristics accompany youth the 
world over and perhaps the 1907 climax 
may find business men more ready than 
ever before to see the meaning and value 
of statistics. 

For the statistics of failures are in- 
tended to be helpful in themselves and 
are published regularly for that disinter- 
ested purpose, by at least two large firms 
independently, and from them quoted, 
analyzed and used in various ways by 
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other journals and public and private in- 
terests. They can be helpful primarily in 
two ways. First, to give credit informa- 
tion, second to form a collection of data 
for study. 

Where names and localities are pub- 
lished or available, the extension or safe- 
guarding of credit may make these re- 
ports of immediate practical use; they 
thus serve to protect the community from 
further loss at the ‘hands of individuals, 
firms, and corporations that have failed 
to meet their obligations. 

But more important than the defence 
against others, is the province of statis- 
tics pure and simple. The new life of 
business America is looking into things, 
asking for explanations and causes, 
searching for facts and studying the rela- 
tion of statistics and events. The best 
optimist is the one who, neither discour- 
aged by failures nor ignoring their ex- 
periences, studies them as just so many 
mistakes he should know and avoid. He 
is not afraid of figures, for the simplest 
ones he can study himself and those that 


take more time, he can have analyzed and 
reported upon by others. 

In the first place, every great crisis in 
business has been made known to the 
public by one or more failures, sometimes 
accompanied by the exposure of dishon- 
est methods, sometimes by political or 
national calamity, more often by the fail- 
ure of some bank or a number of banks 
in endeavoring to finance industries or 
new corporate undertakings. So failures 
—that is, large, single failures—stand as 
signals of sharp crises, and the beginning 
of depression. They may be followed by 
other large failures and many small ones, 
se quickly that the total of both number 
of failures and liabilities for the panic 
year is swelled as in 1893, above the 
limits of other years just preceding or 
following it; or the failure record may 
move slowly and more than a year be 
needed for any great change. Thus a 
second point may be shown by any Table 
of Failure Statistics: that is, we can see 
there the duration of the hard times fol- 
lcwing crises. 


Failures in the United States 
Compiled from Figures Published by R, G. Dun & Co. 








Tasre I. 
Number Liabilities Number Liabilities 
Year. of expressed in Year. of expressed in 
Failures. Millions. Failures. Millions. 
SE ie hes 4,932 $201.8 SR od lewesie 8,184 172.9 
PRS 4,225 95.7 — 10,968 226.3 
Se 3,013 64.4 "ree 10,637 124.2 
a 3,676 79.8 av a-on «se 2 9,834 114.6 
Sctetodéawn 6,903 207.2 _ a a 0,634 167.6 
a 1,652 23.0 _ See 10,679 123.8 
GR ecsckece 495 7.9 a eee 10,882 _ 1488 
Se 520 8.6 ee 10,907 189.9 
a 530 17.6 ek ecinkhe 5 12,273 189.9 
arr 1,505 53.8 RG cos Fa oan 10,344 114.0 
SKS Geckec<s 2,780 06.7 EE Pye 15,242 340.8 
BN So 006 bee 2,608 63.7 Se 13,885 172.9 
ror 2,799 75.0 ee 13,197 173.2 
ae ir ot 3,546 88.2 betes eins 15,088 226.1 
ESN 2,015 85.2 cS acca 13,351 154.3 
ee 4,069 121.1 _ Se 12,186 130.7 
| re 5,183 228.5 ee 0,337 90.9 
ch tccness 5,830 155.2 so cigleed waa 10,774 138.5 
“aes 7,740 201.0 RS ES 11,002 113.1 
breads hss 9,092 IQI.1 11,615 117.5 
AS a 8,872 190.7 12,069 155.4 
Ses oss wa’ 10,478 234-4 12,199 144.2 
Ss when aty 6,658 08.1 11,520 102.7 
rn 4,735 65.8 10,680 119.2 
NE Sapa 5,582 81.2 11,725 197.4 


Pn chica ie 6,738 101.5 

















BUSINESS FAILURES. 35 


As examples of such reading, note in 
the above table the year 1857, both for 
number and liabilities. Here the crisis is 
indicated in the amount of liabilities, 
while 1858 shows a large number of fail- 
ures, but a reduction in liabilities. The 
next years show depression by a rela- 
tively large number of failures, but they 
are of lessening average amount of lia- 
bilities. 

That failure statistics may indicate not 


only the length but the general character 
of a depression is proved particularly 
well from the course they take after the 
crisis year of 1873 to the height of the 
depression in 1878 and for a shorter 
period from 1893 to the culminating year 
1896. From this table it is evident also 
that the number of failures is often 
larger toward the end of the depression 
than during the crisis year, but the aver- 
age of liabilities per failure is less. 





Taste IT. 
‘ Number Average Liabilities Liabilities 
Year. of Liabilities. Liabilities. per Capita of per Firm 
Failures. Population. in Business. 

1875........ 7,740 $201,060,333 $25,960 $4.56 $339.87 
ee 9,092 191,117,786 21,020 4.23 305.15 
1877.......- 8,872 190,669,936 21,491 4.11 302.60 
SN 10,478 234,383,132 22,369 4.92 259.49 
a 5,582 81,155,032 14,530 1.58 108.65 
ie 6,738 101,547,504 15,070 1.93 129.94 
eee 9,184 172,874,172 18,823 3.22 210.23 
ae 10,968 226,343,427 20,632 4.12 261.04 
a 10,637 124,220,321 11,678 2.21 137.28 
Ge acstt ss 0,834 114,644,119 11,651 2.00 124.60 
ee 15,042 340,779,880 22,751 5.22 290.65 
tsa cask 13,885 172,902,856 12,458 2.55 155.25 
ics 0nes 10,774 138,495,673 12,854 1.81 119.63 
ee 11,002 113,092,376 10,279 1.45 04.33 
Giictsices 11,615 117,476,760 10,114 1.49 04.85 
Ss est in 12,069 155,444,185 12,879 1.04 122.33 
a ee 12,199 144,202,311 11,820 1.76 IIT.33 
i osa ts 11,520 102,676,172 8,013 1.24 78.75 
ae 10,682 119,201,515 11,159 1.41 86.52 
WN fawn tens 11,725 197,385,225 16,834 2.31 





From this second table we have an- 
other view of the usefulness of failure 
statistics. As in Table 1, the panic years 
are plainly marked by the ratio of de- 
faulted liabilities to the total number of 
firms in business, but we can learn from 
ii something also of business conditions, 
for we find that up to 1878 the possibili- 
ties of loss—if we may put the matter 
as directly as that—the ratio of liabilities 
to the number of firms actually in busi- 
ness was large or increasing from vear 
tc year, as again frim 1893 to 1806: 
while the effect of the crisis of 1903 gave 
place very quickly to prosperous condi- 
tions not equalled in this respect for 
thirty vears. This table also gives a very 
valuable measure by which we see that 
such numbers as 11,002 failures in 1901 
and 10.428 in 1878 marked two degrees 
of conditions more widely different than 
they would seem at first glance ; and that 
the high number 11,725 of 1907, is a 
mark of conditions much less severe than 


139.75 





the 7,740 of 1875. The ratio of liabili- 
ties to population tells practically the 
same story, in the lessening amount of 
loss per capita. 

As this paper is undertaken to show 
the utility and meaning of failure statis- 
tics, not to the statistician but to the aver- 
age man of active commercial, mercan- 
tile or financial interests, the tables given 
are samples of those we have easily com- 
piled from published figures. The points 
suggested as the first lines of attack on 
them are such as would come to the 
mind of any one familiar in a practical, 
every day way with the trend of things 
for a few years back. 

The study of the past, however inter- 
esting as pure history, is to be regarded 
here only as a means of understanding 
the significance of current changes and 
give us entire information, because a true 
study of statistics goes no further than 
absolute knowledge, the points just 
shown bring us close to our every day 
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the points above recalled are a few of 
the leaders good to have at hand when 
the present day figures are brought to 

The year 1907 is of central interest to 
us all. It is now known as a panic year, 
and events of the months following Oc- 
tober with its signal failures of certain 
New York banks, becomes a part of his- 
tory closely joined to present problems. 
The questions immediately asked, and to 
a large extent still unanswerable, turn 
instinctively almost to the history of 


other crises. While it is true that not 
one,, but all factors, must be weighed to- 
gether in estimating the comparative 
position of 1907 among critical periods, 
the statistician must find something of 
value in the statistics of failures. 

Statistics of the year are available in 
different forms. Divided into quarters, 
or into months we may find meaning in 
the year’s record on lines similar to those 
used for the annual tables. We give be- 
low a table of such a type. 








1903. 
Liabilities 
Number. in 
Millions. 


1269 $12,978 
1030 10,907 
gol 10,458 
750 11,811 
943 12,314 
735 8,326 
915 


Month. 


16,751 

812 10,877 
September 821 7,229 
October 1086 18,387 
November 16,422 
December 18,978 


1162 


1645 


Liabilities 
Number. in 
Millions. 


$11,952 
938 10,859 
1052 10,949 
793 8,059 
8909 12,992 
818 7,850 
743 6,919 
788 8,821 
774 6,255 
838 10,553 
885 11,980 
12,006 


Month. 


\ 


January 1112 


1905. 
Liabilities 
Number. in 
Millions. 


$10,417 


1904. 
Liabilities 
Number. in 
Millions. 


$18,483 
15,812 
13,770 
13,1 
9,817 
8,469 
8,812 
10,491 
12,864 
10,525 
8,535 
13,481 


1406 1222 
1003 
935 
1013° 


Liabilities 
Number. in 
Millions. 
$27,099 
27,064 
21,542 
20,316 


13,643 
14,708 


Liabilities 
Number. in 
Millions. 


$13,628 
924 10,283 
853 8,163 
709 11,082 
857 9,965 
815 16,445 
777 12,334 
850 15,197 
856 18,935 
1139 27,414 
1180 17,637 
1316 36,296 


1949 
1621 
1339 
1309 
1379 
1112 


1355 





Without going too far back, the pre- 
ceding tables give examples of what may 
serve as types of years, that is, 1903 had 
the so-called “rich man’s panic,” begin- 
ning for the stock market in the summer 
of that year and continuing in reaction— 
well, how far? See if the table given 
does not indicate it, very clearly. In the 
first place, such normal years as 1905 or 
1906 show heaviest liabilities from Octo- 
ber to March, any increase between these 
times coming just before or after the end 


of the fiscal year. The presence of busi- 
ness trouble is indicated in July of 1903, 
and while the number of failures is not 
greatly increased compared with other 
months, we find the amount of liabilities 
very much so; moreover, the increase and 
this ratio are maintained, practically un- 
broken for ten months. Noting the mid- 
winter figures here, we find liabilitjes 
greater in proportion to number of fail- 
ures than in other years for the same 
time. While this table cannot of itself 
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use of such figures. Without knowing 
anything of the exact causes, a man with 
these figures at his hand could not have 
failed to begin to think a little when in 
the report for June, 1907, liabilities ran 
over 40 per cent. higher than in 1906 and 
nearly as much higher than 1905, with 
the number of failures little if any 
greater. As the months came in one 
after the other, and the month of Sep- 
tember reached an aggregate of nearly 
nineteen millions of dollars as against 
$8,039,947 for the same number of fail- 
ures in September, 1905, surely the 
change in ratio could have told some- 
thing very definite as to the approach of 
bad times. Average liabilities per failure 
by mental computing, show the crisis 
month to have been November, (average 
liabilities $32,026.80, as compared with 
December, $30,760,064) for we maintain 
that the smaller number, with heaviest 
liabilities, marks the financial climax; 
that is, the break, panic, signal failures 
o1 whatever openly declares trouble and 
by the quickest roughest estimates the 
course of affairs can be very plainly 
traced by having the figures all at hand. 

Down to the reports for the latest 
months of 1908, yet given, the course of 
depression is well indicated by this mere 
simple reading of the figures. While to 
obtain accurate comparisons of the prog- 
ress of this depression as compared with 
others, a little more close calculating of 
the percentage of gain or loss in number, 
in liabilities per firm in business, or per 
firm failing, requires a little extra outlay 
of time and attention, yet yields returns 
in greater light in different aspects of 
the situation. Figures such as these will 
bear constant watching, and a man 


should prefer to have his own eye on the 
clouds ahead, rather than trust entirely 
to a less interested authority. 

That this subject of failure statistics is 
gaining in recognized importance as a 
help to clear understanding of funda- 
mental conditions and the trend of com- 
merce and finance is shown in the atten- 
tion being given to it, since the record of 
1907 came in. As a result of compiling 
their large collection of data, the Brad- 
street Company have furnished tables 
summing up their analysis of the cause 
of failures, in a way that makes the read- 
ing of the daily, weekly and other re- 
ports of added interest. Classifying the 
causes of commercial mortality, it is 
shown that certain faults of the men in- 
volved, constitute the principal rocks of 
disaster. It is easy to say in time of busi- 
iness stress that incompetence, inexperi- 
ence, lack of capital, too easy extension 
of credits, private speculation and ex- 
travagance, laziness or neglect of busi- 
ness, are personal faults, and to give 
them as reasons for the failure. As every 
commercial failure involves loss to others 
than those failing, the presence in busi- 
ness of irresponsible management is al- 
ways a risk to be given its reckoning. 
Precisely as one would look out for com- 
petition, loss by fire, earthquake, crop 
failure or other specific conditions, one 
would fear men of doubtful standing. It 
is necessary to have a rating of the indi- 
vidual concerns in our debt in order to 
avoid both the direct and indirect loss 
caused by the failures of others and the 
destruction of confidence following. For 
this purpose we can make good use 
of casual tables as are given by Brad- 
street: 


Percentage of Number of Failures and Liabilities Classified as to Causes. 
UNITED STATES PER CENT. 





Failures due to 
Incompetence 
Inexperience 
Lack of capital 
Unwise credits 


Extravagance 
Neglect 
Competition 
Specific conditions 
Speculation 


Number Liabilities. 


1906 1904 1907 
22.3 ¥ s 8&9 

4.9 , 5. 3.2 
35-9 


RUGHS Hae 


© 























For example, if 1907 showed, as is 
ciaimed, 37.1 per cent. failure due to liss 
of capital, and if figures show that this 
cause is increasing year by year it means 
clearly that the beginnings of new enter- 
prises must be increasingly well sup- 
ported, as it grows more difficult to add 
to inadequate capital when money rates 
are high or competition makes it practi- 
cally imperative to expand. As inex- 
perienced and comparatively incompetent 
heads must continually jiin the ranks, 
constant watching of the details of fail- 
ure statistics is a practical necessity for 
them as well as for those whose money 
is invested in their interests. 

As Bradstreet’s tables exclude all 
losses except those strictly commercial 
according to their interpretation—that is, 
those failures involving loss to creditors 
of individual firms, or corporations en- 
gaged in legitimate mercantile occupa- 
tions—-they cannot be compared, figure 
by figure, with the tables from other 
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sources. But believing that the figures 
due to failures in insurance, real estate, 
brokerage, etc., do have a distinct effect 
upon general business conditions, we per- 
sonally include them in our study of the 
whole subject. Certain facts, however, 
included in the very valuable report be- 
fore alluded to, should be mentioned here 
as bearing on our question. One of these 
we have already suggested ; namely, that 
as the country advances, statistics furnish 
evidence that the commercial death rate 
is growing less. The decrease is as yet 
not one-half of one per cent., the rate 
being now reduced from 1% per cent. 
maximum to something under one per 
cent. Of course we should like to be- 
l:eve that this is permanent improvement 
in business intelligence, but it is one of 
the points to be watched as years go on. 

A table compiled in this report, giving 
the classification of failures by credit rat- 
ings, liabilities and capital employed is 
herewith reproduced. 


; Failures in the United States and Canada. 
CLASSIFIED ACCORDING TO CREDIT RATINGS, TO LIABILITIES AND TO CAPITAL 


EMPLOYED. 





; 1907 1906 
Credit Ratings of Those 
Who Failed. No. P.ct. No. 
Total number failures, 
U. S. and Canada...... 11630 100. 10624 
Number failing which had 
very moderate or no 
credit rating ........... 10573 90.9 9615 
Number failing rated in 
MED sv ncdescocses QI4 79 933 
Number failing rated in 
very good credit, or 


higher 143 1.2 76 


Liabilities of Those Who 


Failed. 

Total number failures, 

U. S. and Canada...... 11630 100. 10624 
Total with less than $5,000 

I cS. asiade¥endan’ 6033 50.6 6660 
Total with $5,000 liabilities 

0 RP ar 4607 40.4 3064 
Total with $5,000 to 

$20,000 liabilities ....... 3360 289 2978 
Total with $20,000 to 

$50,000 liabilities ....... 751 6.5 642 
Total with $50,000 to 

$100,000 liabilities ...... 276 2.3 193 


Total with $100,000 to 
$500,000 liabilities ...... 
Total with $500,000 liabili- 
ties and over 
Total with $1,000,000 lia- 
bilities and over........ 


257 2.2 131 





1905 1904 1903 
P.c. Na P.c. No P.ct. Noa P.ct. 
100. 11397 100. I1592 100. 10733 100. 
5 10417 91.7 105908 91.4 9290 86.6 
8&8 863 76 888 7.7 1269 «#4118 
y | 87 7 106 9 + 174 1.6 





100. 11397 100. 11592 100. 10733 100. 
62.7 7426 65.2 7281 628 6817 63.5 
37:3 3907 «348 4311 37.2 3016 = 36.5 
28 30088 26.4 3143 27.1 2787 ~~ 26. 

6 609 54 725 63 649 6 

1.8 199 1.6 230 2. 224 2.1 

1.3 128 1.1 182 1.6 225 2.1 
2 27 3 3t 2 3t 3 












BUSINESS FAILURES. 


1906 1905 


Capital Employel by 
Those Who Failed. 
Total number failures, 

U. S. and Canada 
Total with $5,000 capital 
or less 
Total with over 
and less than $20,000... 
Total with $20,000 
less than $50,000 
Total with $50,000 
less than $100,000....... 
Total with $100,000 
less than $500,000 
Total with $500,000 
over 
Total with $1,000,000 


Credit Ratings of Those Who Failed. 
Total number failures, U. S. and Canada 


Number failing which had very moderate or 


no credit rating 
Number failing rated in good credit 
Number failing rated in very good credit, 
higher 


Liabilities of Those Who Failed. 
Total number failures, U. S. and Canada 
Total with less than $5,000 liabilities 
Total with $5,000 liabilities and over 
Total with $5,000 to $20,000 liabilities........ 
Total with $20,000 to $50,000 liabilities........ 


Total with $100,000 to $560,000 liabilities 
Toal with $500,000 liabilities and over 
Total with $1,000,000 liabilities and over 


Capital Employed by Those Who Failed. 
Total number failures, U. S. and Canada 
Total with $5,000 capital or less.............- 
Total with over $5,000 and less than $20,000. . 
Total with $20,000 and less than $50,000 
Total with $50,000 and less than $100,000 
Total with $100,000 and less than $500,000... . 
Total with $500,000 and over 
Total with $1,000,000 and over 





The point is made that men of small 
capital were less hard hit in 1907 than 
were those having more credit ability. 
This point, however, seems to us to have 
not so much weight as one might think. 
Although 59.6 per cent. of all the failures 
in 1907 had liabilities of less than $5,000, 
as against 62.7 per cent. in 1906, this 
lower rate is due to the fact that 1907 
was a crisis year and, therefore, that it 
had a few large failures—twelve, to be 
exact—for a capital of over $1,000,000. 
That is, it is a purely mathematical over- 
weighting of large interests as would be 
expected of a crisis year, rather than any 


100. 11397 
QI.5 10449 
6. 678 


12027 
11022 
760 
I 


* OwWUUN 
= 


56 
54 
34 
I 
I 


actual escape for the small firm from the 
results of hard times. 

A comparison with 1903 shows the 
proportion of large failures as three to 
one against 1907, but we must remember 
that the succeeding months of 1008 
should be taken into this reckoning be- 
fore the true verdict can be given. As 
we said above, the small firms do not 
feel the panic effects immediately. Such 
examples of difference of opinion on 
these conditions show, not that neither is 
worth considering, but that a man can 
and should be familiar enough with the 
figures to form a reasonable judgment of 
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what they prove. For upon this judg- 
ment depends his decision as to what the 
length of the present stagnation will be, 
and how soon his own business and that 
of others in which he has greater or less 
investments of capital, may be expected 
to become normal. 

‘When the flood begins to subside 
from its high water mark, a study 
of the rate at which it is subsid- 
ing, and a knowledge of the conditions 
of each tributary stream assist immensely 
in estimating the time when seed may be 


planted in the rich bottom lands now un- 
der water. We need not carry this figure 
of speech further, in order to show that 
it contains the idea upon which we rate 
the study of Business Failures as of fun- 
damental importance to every business 
man. For such study is but a part of a 
perfect system by which he may know to 
the latest possible date, exactly the condi- 
tions upon which his next move is based, 
and upon the result of which his life 
leads toward prosperity or the columns 
of the failure record. 





INQUIRIES 


What do you wish to know about trading or investing in securities or commodities? 
Is it something regarding opening an account, margins, commissions, stop orders or other 


kinds of orders? 


In fact, is there any point in connection with the science, methods or customs of the vari- 
ous markets which you would like to have elucidated? 

If so, write us questions briefly and they will be answered in this column or otherwise 
If personal reply desired, enclose stamped envelope. Address Inquiry Department. 

WE DO NOT GIVE ADVICE OR OPINIONS UPON SECURITIES OR PROB 


Stop Orders 


ABLE MARKET MOVEMENTS. 
SUBSCRIBER writes: “Suppose 
I go long of a stock at, say 40. 
After purchasing it immediate- 


ly jumps to 40 and I place a 


stop at 42. Will they not reach 
for it? In discussing this matter with a 
friend I mentioned in substance the 
method outlined in THe Ticker a short 
time ago, observing that I thought it 
good advice. 

He replied that if I followed it I 
would invariably get caught. To use his 
expression, ‘You try it and you will find 
that I am right.’ 

“T have talked with a number of others 
regarding the subject; all have expressed 
themselves in the same way. They did 
not give this advice as simply opinion, 
but as absolute knowledge. 

“Now, what I want to know is, What 
is to hinder brokers or their representa- 
tives on the floor of the New York Stock 
Exchange, from reaching down and. tak- 
ing advantage of these stop loss orders?” 


Ans.— 

In the article mentioned you will find 
this paragraph : 

“It also makes a heap of difference 
whether you are a shrewd buyer, making 
your purchases on dips, or whether you 
‘reach for them.’ ” 

Nine people out of ten buy stocks 
when they are very strong, or sell out 
when very weak. That is why they are 
caught on stop oftener than not. Your 
friends are doubtless members of the 
great majority who would not buy the 
stock you mention at 40, but at 45 they 
would consider it the cheapest thing on 
the board. They would become rampant 
bulls, 

Having had a five point rise, the stock 
could be expected to react about half that 
amount, and their stop, following the two 
point plan, would be caught at 43. 

A person who would wait for the reac- 
tion could buy it between 42% and 43— 
say 423%. His stop would be 4034. See 





INQUIRIES. 4t 


what a different position he would be in? 
When the advance is resumed the shrewd 
buyer could realize a profit, while the 
Bull-at-the-top would be struggling to 
get out whole. 

Having bought at 40, he who sees the 
stock rise to 45, and does not wish to 
take his profit is doing the wise thing in 
raising his stop to 42. By this action 
he assures himself of two points profit 
and insures himself against loss. The 
stock may advance five points further. 
No one can “call” the top—and in such 
event he will be in a particularly advan- 
tageous position for having placed his 
stop scientifically. 

Even those who make their commit- 
ments cautiously will have their stops 
caught, let us say, four times out of 
seven, but some of these may be raised 
(before being caught) to a point where 
there can be no loss in the trade. On 
the three trades that are not “stopped 
out,” considerable in profits may be made 
—depending on the skill of the trader. 

Stop orders should not be used by peo- 


ple who cannot stand a series of small 


losses. It is a fact that the average man 
who can sit patiently on a stock which 
has run ten points against him, has not 
the nerve to take three losses of two 
points each. The latter would demoralize 
him completely, although the aggregate 
of the three losses would not amount to 
as much as the one. This is a weakness 
in human nature. 

Examine the transactions referred to 
by your friends and you will probably 
find that they bought close to the top of 
the swing, also that they would have 
suffered a much greater loss had the 
stop order not been used. If they were 
“invariably caught” they are to blame— 
not the stop order method. 

There is this to hinder brokers and 
others from reaching down for these 
stop orders: The market price is gov- 
erned by supply and demand. If you have 
a stop at 42 and the demand at 42% or 
higher is strong enough to offset the sup- 
ply, your stop price will not be touched. 
If the supply is too great to be withstood, 
the price will surely decline. 

We will admit that in inactive stocks 
small stop orders are gunned for, and in 


the “big” stocks (those of large daily 
volume) stops on large quantities, if 
known to exist, are made an especial tar- 
get. But the ordinary trader who deals 
in odd lots or a few hundred shares at a 
time in Union Pacific and issues of that 
class, has nothing to fear from sharp- 
shooters. His stops will be caught if the 
market touches his price naturally—not 
otherwise. The enormous quantities 
changing hands at each fractional change 
make it impractical for any one to do any 
“reaching.” 

It sometimes happens that stop orders 
on thousands of shares will accumulate 
just under the market, in quantities that 
increase as the lower figures are ap- 
proached. This condition of itself will 
bring a decline that may run into serious 
proportions. Such a market is like a 
house of cards or a row of dominoes— 
when one falls ail collapse. 

To quote Charles H. Dow on the sub- 
ject of stop orders: 

We believe that for the margin trader, 
and especially the trader who operates 
rather more largely than he ought on 
the margin that he has, stop orders are 
wise. There are, however, many quali- 
fications which should be kept in mind. 

If a man is trading as a semi-investor, 
using 50 per cent. margin, depending on 
values for his profit and operating in 
harmony with the main tendency of the 
market, we do not think a stop order de- 
sirable. To explain this a little more 
fully: Suppose the movement of aver- 
ages shows that the market is in a rising 
period, such periods usually covering 
several years with only temporary rever- 
sals in direction. Suppose that an oper- 
ator finds that a certain stock is earning 
an abnormal percentage on its market 
value, or, in other words, is intrinsically 
cheap. Suppose on the occasion of a 
temporary setback this stock is bought 
to be carried for months 1f necessary 
until the price has risen to approximate- 
ly the level of the value. A stop order 
is folly in a case of this kind with any- 
thing like fair margin. 

But, suppose a trader, having a mar- 
gin of two or three thousand dollars, 
wants to trade in and out of stocks with- 
out regard to values, but being governed 
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by points or by impressions of what the 
general market is going to do. Experi- 
ence has shown that such a trader will, 
in the end, profit by putting a stop order 
about 2 points from the price at which 
he goes in. If there is advice that a 
stock is going up and it instead goes 
down 2 points without some obviously 
good reason for such a decline, the advice 
was not good, and the quicker the specu- 
lator lets go the better. 

It often happens that when a stock 
moves two points it moves more, and it 
is a peculiarity of the human mind to 
disregard a small loss, but to get fright- 
ened and take a large loss just when 
wisdom would call for averaging a pur- 
chase. 

Thousands of traders have said at two 
points loss that they would see that par- 
ticular transaction through if the stock 
went to nothing, only to decide after it 
had declined ten points that there was 
good reason for believing that it would 
decline ten more and acting accordingly. 
The experience of most traders is that 
the small losses occasioned by stop or- 
. ders have a tendency to check their trad- 
ing with a small aggregate loss, while 
the practice of letting a loss run not in- 
frequently makes a loss so large that 
trading comes to an end because the 
speculator has no more money. 


The Market for Odd Lots 


O.—Kindly state whether the best 
market for less than 100 share lots is ob- 
tained on the New York Stock Exchange 
or the New York Consolidated Ex- 
change. 

Ans.—The New York Stock Exchange 
affords the best market for odd lots. It 
will surprise many people to learn that 
the market for such quantities on that 
exchange is often “closer” than for too 
share lots. This is due to increasing com- 
petition between the odd lot houses. 

By actual test during recent months 


it has been found that executions of odd . 


lots in the most active stocks were made 
more promptly and frequently at better 
prices than orders for 100 share lots 
placed simultaneously. This was espe- 
cially true of stop orders. In one case 


when the market was breaking badly, a 
stop on a 100 share lot was executed half 
a point below the stop price, while the 
odd lot was sold at only % below. A 
sufficient number of instances of this 
kind occurred during the test to prove 
that the odd lot trader has many advan- 
tages over those dealing in round lots. 

The development of “Odd Lot 
Houses” has been one of the features of 
recent Stock Exchange history. These 
houses have no clients for whom they 
execute orders. They are dealers—not 
brokers. They buy from and sell to the 
other commission houses on the Ex- 
change. In the active stocks the price 
at which they will trade is fixed by the 
bid and asked price. For instance, if 
Reading is 127 @ \, they will buy odd 
lots at 127 or sell them at 127%. 

The market for odd lots has been 
found better than the 100 share market 
for this reason: There may be only 100 
Reading bid for at 127, while a dozen 
or more brokers have from 100 to 1,000 
each, which they are trying to sell. When 
the bid “Seven for a hundred” is shout- 
ed out, several of the sellers may yell 
“Sold” at the same time. In such cases 
they have to match coins to see which 
gets his stock off. Meantime orders to 
sell 10, 25 and 50 share lots pour into 
the crowd and the odd lot dealer takes 
them all at the bid price—127. There 
may be no other sales at this price re- 
corded on the ticker except this one lot 
of 100 share, but the odd lot dealer may 
buy in the aggregate 250 or 300 shares. 
In other words, ten or more sellers of 
odd lots may find a market while only 
one 100 share seller is able to get rid of 
his stock. The other sellers may have 
to accept 1267, or % for their offerings. 
This simply illustrates our point. 

The New York Stock Exchange is the 
primary market. Quotations on the New 
York Consolidated Exchange are abso- 
lutely governed by those on the “Big 
Board.” ‘It, therefore, stands to reason 
that one can do better in odd or round 
lots by trading exclusively with New 
York Stock Exchange houses. 

The unit of trading on the Consoli- 
dated is 10 shares. Seventy-five per cent. 
of the transactions on the “Little Board” 
are made by floor traders who work with 





INQUIRIES. 43 


one eye on the large quotation board 
which extends the full length of the 
floor. On the board are posted the New 
York Stock Exchange prices. If Union 
Pacific is 158 on the blackboard, the 
market on the floor of the Consolidated 
may be 158% @ % or 15734 @ JH, ac- 
cording to the position of the floor trad- 
ers. If it runs up to 158% on the New 
York Stock Exchange the traders will 
all sell out their longs and go short, pro- 
ducing a market say, 158% @ % or 
even lower. If a good sized buying 
order comes into the crowd the price 
may be run up to 158% @ %, without 
any change in the price on the black- 
board. 

So this secondary market which is 
furnished by the New York Consolidated 
Exchange cannot be compared to that on 
the “Big Board” either from .the odd 
lot or the 100 share traders’ point of 
view. Asa rule, there is a comparative- 
ly poor market for 100 share lot there, 
most of the orders in large quantities be- 
ing executed on the New York Stock 
Exchange, through other brokers. This 
entails the payment of % more than the 
actual purchase price, in addition to the 
regular commission of 1/16, which is 
charged to city clients who deal in 50 
share lots or over. Out-of-town clients 
pay % additional commission on 100 
share lots thus executed. 


Mechanics and Algebra 
Applied to the Stock Market 


To the Editor: 

I have read with much interest the 
August number of your valuable publica- 
tion, more particularly the article on 
“Transactions and New Listings,” by 
Mr. R. W. Babson. 

I use charts regularly as a “picture of 
Market Movements,” but not for trading 
purposes, a diagram being much more 
easily remembered than figures. On 
page 165, under the heading of “Trans- 
actions in Shares,” I have noted the de- 
ductions drawn, and as an engineer quite 
grasp the “pound-foot” principle. There 
is, however, a difficulty to be contended 
with, viz: 


How can anyone get at the figures rep- 
senting sales and purchases? [ take it 
that the volume of trading throughout 
any one session is the sum of the sales 
and the purchases represented by the 
simple equation—V=(P+S). Where 
V=vol.; P=purchases ; S=sales. 

Assuming that the average price at 
the opening of the market is $80 (M) 
and that there is a rise during the session 
of $2, then M becomes (M-+-2) it stands 
to reason that (P) must be greater than 
(S), otherwise the market price would 
not rise. 

In the event of the market declining 
$2 then M becomes (M—z2) and (S) 
must me greater than (P). In the former 
case the lifting power (L) behind the 
market would be represented by: L= 
($2xP), the $2 being the distance 
through which the market was raised. In 
the latter the depressing power (D) in- 
fluencing the market: D=($2xS). 

Where the volume of trading comes 
into the case directly I cannot see; one 
of the two factors must be known before 
the “foot-pound” theory can be applied. 

There is a firm in New York who pub- 
lish a monthly Railroad Quotation Rec- 
ord, giving the Daily Range of prices for 
each security and the “shares” (presum- 
ably the volume) dealt in; on the other 
hand the list as given in the Birmingham 
Post shows “shares sold.” I very much 
question if this title is correct and should 
be pleased to have your opinion. I may 
say that the same correspondent is em- 
ployed by the Birmingham Post and the 
London Times, also other leading En- 
glish papers. 

If it is possible to obtain a “Volume x 
Average Movements” chart of say 
“Unions” over. a stated period, I should 
like very much to have one. I consider 
Tue Ticker the best publication of its 
kind, being most instructive and inter- 
esting. Yours faithfully, T. J. B. 


We have referred your letter to “The 
Analyst,” who replies as follows: 


Your correspondent’s calculation seems 
imperfect because of his assumption that 
“V=(P-+S.)” 

As a matter of fact, every sale is also 
a purchase, hence P=S, therefore V= 
P=S. : 
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It has always seemed self-evident that 
demand and supply cause price fluctua- 
tions. When demand exceeds supply, 
prices rise; conversely, when supply ex- 
ceeds demand, prices fall; It would, 
therefore, seem clear that the strength of 
demand over supply could be indicated 
by VXI=R and the surplus of supply 
beyond demand by VXD=Q. When 
Q-supply, R-demand, D-decline of price 
and I-increase of price. 

It therefore follows that: 

When Q is greater than R, the price 
trend is down, and 

When R is greater than Q, the price 
trend is up. 

To determine the market “trend” let 

V=Shares dealt in. 
P=Purchases. 
S=Sales. 
Q=Supply of stocks. 
R—Demond for stocks. 
D=Decline in price. 
I=Increase in price. 
Now remember : 


1—Demand and supply make prices. 


2—Excess of demand over supply 
raises the price. 

3—Excess of supply over demand de- 
presses the price. 

Therefore: 

VxD=Q and VXI=R. 

Therefore when 

V D is greater than V I, the price 
trend is down, and when 

V. I is greater than V D, the price 
trend is up. 

The greater the difference between Q 


and R, the stronger the trend. 


[Ed. Note]—The Quotation Record 
referred to gives the total daily transac- 
tions, viz, the volume. For each share 
sold there is a buyer, hence the term 
“Shares Sold” employed by your English 
papers means volume. If you will de- 
scribe in detail the chart you wish to 

obtain we may be able to aid you. 


An Ambiguous Order 

Q.—On September oth I wrote a broker as 
below. He would receive this at 9:00 -fol- 
lowing a. mM. (roth). 

“Please sell my 100 shares Reading at 130% 
or better. If Reading is selling at 131 or bet- 
ter when you receive this, put stop on at 130% 
and then sell for the best price obtainable.” 


The papers report Reading’s opening at 131. 
It advanced to 133%, then declined. My 
broker reports sale at 130%. Do you think I 
was treated fairly? 

Ans.—Your order was somewhat ambiguous, 
but we should consider it a market order at 
130% or better. Your instructions required 
the broker to do one of three things: (1st) 
Sell 100 Reading at 130% or better; (2nd) 
If the stock is selling at 131 or better, stop 
at 130%; (3) Then sell at best obtainable 
price. The third order conflicts with the first. 
The stop at 13034 was unnecessary as you 
finally told him to sell it at the best price ob- 
tainable, providing the stock was 131 or above. 
To have made yourself perfectly clear, the 
order should have been written as follows: 

“Sell 100 Reading at 130% or better, but if 
the stock is selling at 131 or above when you 
receive this, sell it at the market.” 

The fact that Reading touched at 133% has 
nothing to do with this case. You could not 
expect your broker to guess the top of the 
market for you. “Best obtainable price” means 
“at the market.” 

Reading opened on the roth at 131, sold 
13054, then up to 133%, then down to 129%. 

In our opinion, the broker should have sold 
at 131 or 130%, but it is doubtful whether you 
have a claim on him, because you failed to 
make your instructions absolutely clear. 


Transfer of An Account 

Q.—I have been dealing for some time past 
with the firm of * * *, members of the Con- 
solidated Stock Exchange of New York. Un- 
til quite recently I was fully satisfied with 
the character of the service they gave me, but 
now I have begun to grow a little suspicious. 
My last two monthly statements have con- 
tained glaring errors (always in their favor) 
and the service, too, has not been as it ought 
to be. Perhaps, though, my suspicions are not 
well-founded. Is the above-mentioned firm a 
bucket-shop? There are three other broker- 
age houses in this city, but I hesitate to open 
an account with any of them except on your 
recommendation. 

Ans.—If the old firm does not rectify the 
errors at once, better lay the matter before 
the President of the Consolidated Exchange, 
New York City. We suggest that you transfer 
your account to * * * immediately. To accom- 
plish this it is only necessary for you to write 
the following letter to your present brokers: 

“Please transfer my account to * * * imme- 
diately, and oblige.” 

Dividends 

Q.—Where can I obtain the most reliable 
lists of dividends declared, paid, etc.? 

Are dividends usually paid on corresponding 
dates each year? 

Ans.—Roger W. Babson, Wellesley Hills 
Station, Boston, Mass., furnishes the most 
complete dividend sheet. Write for a sample. 

Dividend payments are usually made either 
quarterly or semi-annually, on dates whick 
practically correspond each year. 
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Securities as Margin 

Q.—Kindly, inform me if * * * are suit- 
able brokers with whom to open an account? 

Is it customary for brukers to handle less 
than 100-share lots on satisfactory margin ac- 
count, and will certificates of listed stocks be 
accepted as collateral to the purchase of equal 
shares in the same security or their equiva- 
lent! 

Ans.—Regarding the firm you mention, see 
page of the October number of the 
TICKER. 

It is customary for the majority of brokers 
to handle less than 100 shares on margin. Cer- 
tificates of listed stock will be — as col- 
lateral-against the purchase of ~stocks im the 
same or other companies. In depositing 100 
shares of Union Pacific, the market price of 
which is 150, you must bear in mind that this 
is worth as margin only $13,500 or $14,000, as 
the certificate deposited must margin itself; 
in other words, the broker cannot give you 
credit for its full market value because its 
market value fluctuates just as though it were 
100 shares bought on margin. See replies to 
‘inquiries in back numbers. 


Mechanical Methods 


E. C. C—In looking over your recent plan 
of gauging the future movements of active 
stocks, we hardly think it would, in the long 
run, prove of practical use in money-making. 
Your first error seems to be in confounding 
value with price. There is a vast difference. 
Value is based on earning power, dividend 
rate, the prevailing money rate and other 
factors. Price may be purely artificial—the 
result of manipulation. Qne of the stocks in 
your group may move twenty points away 
from its “normal” as you call it without any 
change in value. 

Any mechanical method to be effective must 
give you exact buying, selling and stop points 
—it must leave nothing to judgment. Five 
per cent. of human judgment will spoil the 
best mechanical system. It must be absolutely 
automatic—any weak links will break the 
chain. 


A Traders’ Market 


Q.—Will you please tell me what is meant 
by the term, “Trading Market”? Also where 
I can get charts and figures for years back 
showing: Call and time money tables, gold 
production, and crops by States? 

Ans.—A “Trading Market” or “Traders’ 
Market,” as it is usually called, is one which 
fluctuates within a narrow range and has no 
extended movement either way. Such a mar- 
ket offers numerous advantages for active 
trading by those who buy on breaks and sell 
on bulges; hence the name. 

We can supply you with the figures desired. 
We do not know where you can obtain charts 
covering these statistics. In ordering, please 
state exactly what you want and for what 
period 


Drafts on Brokers 


Q.—In brokerage houses where check books 
are issued to regular customers, how do brok- 
ers protect themselves against checks which, 
if honored, would reduce their client’s margin 
to an unsafe amount? Have they a right 
when doing such business as private bankers 
to refuse to pay such checks when funds 
stand to the credit of the client? Or are check 
books issued under the condition that checks 
will be honored only when margins are not 
seriously impaired? Are such brokers in any 
way subject to the State laws controlling 
banks ? 

Ans.—When a client draws on a broker, 
the latter usually pays the draft and deducts 
the amount from the margin standing to the 
client’s credit. If you have ten points mar- 
gin ($1,000) on 100 shares of stock and draw 
on your broker for $500, he would either call 
upon you for more margin or place a stop 
order so as to protect himself. Brokers have 
a right to refuse payment of a draft if, when 
the funds are withdrawn, there is not suffi- 
cient margin to protect open trades. Check 
books are usually issued for the convenience 
of clients and without any special understand- 
ing. Brokers are not subject to State Bank- 
ing Laws. Any individual can do a banking 
business. It is only when he is working under 
a charter, as a corporation, that he is gov- 
erned by these laws. 


To Detect Accumulation 


Q.—Is there any way of telling when a 
stock is being bought up for a rise? The 
question is suggested by the article in the Sep- 
tember Ticker entitled “Stop Orders, How 
Far Should They Be Placed?” In the present 
market I have thought that Steel Common 
and Colorado Fuel & Iron were being bought 
by insiders for a good rise later, but am un- 
able to determine whether this is so or not. 

Ans.—The “Figure Chart” described in last 
February’s Ticker affords the best means of 
detecting accumulation or distribution by in- 
siders. 


Opening an Account 


Q.—What is the proper method of buying, 
where one is a stranger and has no account ? 
Suppose I give an order to buy 10 Reading— 
the price is, say, $1,300. Is it necessary for 
me to put up this money when I give the or- 
der, or only a part of it, and how much of 
it? Is it necessary for me to pay all before 
I receive the certificate in my name or on de- 
livery of same? In selling, is it necessary for 
me to deliver the stock a few days before re- 
ceiving the money or is it customary to pay 
for same at once? 

Ans.—Your first move is to open an ac- 
count with the firm by depositing a check. 
This will be credited to you and a receipt 
given. If you give an order to buy 10 Read- 





46 THE TICKER. 


ing at | the cost, not including commis- 
sion, will be $650. "Reading is $50 par and 
130 per. cent. of par is $65 per share. It would 
be necessary for you to deposit, say, $100 
when the order is given and pay the balance 
as soon as the broker notifies you that the 
stock has been bought. This is provided you 
desire to pay for the stock outright. If you 
wish the certificate delivered to you in your 
name, you must first pay for it in full, as the 
ownership passes to you by delivery of the 
certificate to you or by transfer into your 
name. 

In selling a certificate which you own, it is 
customary to deliver the stock when the or- 
der is given or as soon as it is executed— 
whichever the broker requires. 


With John Bull 


Q.—I am about to remove to England for 
a period of rest and travel. Can you recom- 
mend to me one or more banking houses thor- 
oughly reliable in every way, that can carry 
my account and buy and sell for me New 
York listed stocks. 

Can you also recommend a first-class Eng- 
lish financial daily paper that gives daily New 
‘York financial news with comments on the 
same? 

Can you mail the Ticker to me to Eng- 
land? 

Ans.—Messrs. * * *, members of the New 
York Stock Exchange, have a branch office, 
managed by a resident partner in London. 
They are probably the best equipped firm in 
London for handling your orders in New 
York stocks. 

The London Daily Times and the London 
Statist, the latter a periodical, will probably 
serve your purpose best. We shall be glad to 
forward your copy of the Ticker regularly 
if you will supply us with your new address 
at the time of your departure. 


A Failure 


Q.—In June I purchased stocks through 
Fred Dorr, of Los Angeles, paying for them 
in full at time of purchase and making de- 
mand for the certificates. These I was unable 
to secure. Dorr is now in the bankruptcy 
courts. 

Will you kindly advise me if there is any 
redress? Am I a preferred creditor because 
of having paid for the stocks in full, or will I 
simply have to take my chance with the rest 
of the creditors? 

Ans.—If you paid for your stocks in full, 
neither Dorr nor his assignee had a right to 
use them and they must deliver them upon 
demand or you can bring criminal proceed- 
ings. We recommend that you put your case 
in the hands of a first-class attorney, and have 
him make immediate demand upon the as- 
signee. 


See Supreme Court decision in the October 
TICKER. 


Interest Charges 


Q.—Will you kindly give me the name of a 
house in the city of * * * which does not 
charge excessive interest rates? 

Ans.—We regret that we are unable to state 
just which houses do not make excessive 
charges. So many considerations enter into 
the rate of interest charged by out-of-town 
brokers that it is very difficult to decide just 
what constitutes an excessive rate. The fol- 
lowing are some of the houses in * * * who 
are members of the New York Stock Ex- 
change, and, so far as our records go, thor- 
oughly reliable: * * * 

You might explain ie circumstances of 
your overcharge to any of these houses ard 
see what they would have done under sim'- 
a conditions. See page 237, September nurr- 

“2 


Dividend on Shorts 


Q.—On June 8th I sold short Anaconda to 
shares. On July toth I bought 20 shares, 
which made me long 10 shares. On July r5th 
my broker charges me up with the dividend 
paid on same. Is this correct? I was not 
short of the stock at the time the dividend 
was paid. 

Ans.—Books for the Anaconda dividend 
closed on July 3. As you sold short on June 
8th and did not cover until July roth, you are 
obliged to pay the dividend. If you were 
long on July 3d, you would claim the divi- 
dend, wouldn’t you? Therefore, if you are 
short on that day, you are obliged to stand it. 
This really makes no difference to you as the 
stock sold lower on July 3d to correspond 
with the amount of the dividend. The day 
on which the company makes the payment is 
not to be considered. (See answers to queries 
in back numbers of the Ticker.) 


Pegging and Hedging 


Q.—Kindly explain to me the expression, 
“The stock was ‘pegged’ at that figure.” 

Can you “hedge” a purchase of stock the 
same as in grain? 

Ans.—The expression “pegged” means that 
inside support is aggressive at the figure 
named; for instance, Interboro was once 
“pegged” at 50 and the buyers stood to take 
unlimited quantities at that price. When the 
“peg” was broken, however, the stock sought a 
level warranted by the company’s financial 
condition. 

You can “hedge” a purchase of stock, but 
not exactly in the same sense as in grain. It 
is frequently done on the ground that a stock 
selling above value (based on dividends) will 
decline more than another selling too cheap. 
Some poowte “hedge” long Pennsylvania by 
selling New York Central short, on the theory 
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that the latter may decline enough to offset 
the loss on their long stock. In recent mar- 
kets some traders went long of Union at 160 
and short of Reading around 130, taking the 
ground that Union as a 10 per cent. stock was 
too cheap and Reading, a 4 per cent. stock, too 


high. 


Chart Making 


Q.—Will you inform me as to the best 
method of os the information relating to 
the Gt. No. R. Co. for the last two years, 
necessary for on making of a chart as out- 
lined by Mr. R. W. Babson in the Septem 
ber number of the Ticker? 

Ans.—You can have the charts made by 
Roger W. Babson, Wellesley Hills Sta., Bos- 
ton, Mass., or you can subscribe to the Com- 
mercial and Financial Chronicle, Pine and 
Water streets, New York City, at $10 a year 
and make the charts yourself. 





If you wish to be 
placed in touch with a 
responsible house, write 
the TICKER, stating 
whether you are contem- 
plating investment or spec~ 
ulation; what amount you 


have for investment, or in 


what size lots you wish 
to deal. 

Also state what large 
city is located most con- 
veniently to you, or if 
you have any preference 
in this regard. 








1D: ° 
Market ’Rithmetic 

Miny people hesitate to deal in securities or com- 
modities owing to their AWN of technical knowledge of 
the subject. This, to our mind, indicates false pride. 
There was a time when you knew nothing about the 
business or profession you now follow, but that did 
not deter you from making a start. Our greatest 
operators were once green hands at the business. 


If you desire to deal in Stocks, Bonds, Cotton or 
Grain, the first requisite is to open an account with 
the banker or brcker with whom you have decided to 
deal. This is done by remitting the necessary margi 
in the form of a certified check, bank draft, post-o 

or express order. Or you may deposit funds in your 
own bank for account of the broker, instructing the 
bank to notify him by mail, or by telegraph if expe- 
dient. Bear in mind, the broker must ave your re 
mittance, or be notified that your margin is in the 
bank to his credit, before he can execute your orders, 


USUAL MARGIN REQUIRED 
Stocks .$5 to $25 per share. a & "$2500 on 100 


Bonps. .$50 to $100 per bond .g500" ry $1000 on $10,- 
000 bonds 
Cotton .$1 to $2 per bale.... $200) to $200 on 100 
es 
Gratn..8c. to 5c. per bushel.$150 to $250 on 6000 
bushels 


sven. -$1 per barrel $250 on 250 barrels 
Riss... ~ Fy per pound 250 on 50,000 pounds 
Larp...$2 per tierce 500 on 250 tierces 
These margins are the smallest received. You may, 
however, deposit larger margins if you wish, when 
the trade is first made or at any time t ereafter. — 
traders believe they are “beating down” a 
when they induce him to accept a small —— ~ > 
reality they are beating themselves down, for 
surest way to lose money in the markets is to 
on thin margins. In extremely active markets, large 
margins than the above may be required by the broker 


Minimum 
Strocxs.—Usually brokers prefer to execute order; 
in 100 share lots. Upon request, Tue Ticker wik 
recommend reliable houses which handle smaller lot 
on margin. All houses buy and sell small lots fos 
cash. 

Cotron.—100 bales. 

Gratn.—5,000 bushels. 

Porx.—250 barrels. 

Rras.—50,000 pounds. 

Larp.—250 dusees (340 Ibs. to the tierce). 


Commission Rates 
New Yor Srocx Excuance.—Srtocxs—For buying 
selling, %%, se to 12%c. per share on stocks 
of $100 par and 6%c. per share on those of $50, 
Bonps—$1.25 per $1,000 of face value. 
New Yorx Corton ExcHaNncE.—$15 for buying ane 
selling 100 bales (round turn). 
Curcaco Boarp or Trape.— 
Grain—'%e. per bu. for the round trade, equal ti 
$12.50 on 10,000 bushels. 
Pork—$12.50 on 250 bbls., round trade. 
Riss—$12.50 on 50,000 Ibs, round trade. 
Larp—$15.00 on 250 tierces, round trade. 


SMALLEST CHANGE EQUIVALENT TO 
Stocks anp Bonps. - of 1%. $12. 4 on 100 shares of 
par 


° $5 per 100 bales 
Grain... Ye. per bushel. -$6.25 on 5,000 bushels 
Pork....2%c. per barrel. .... $6.25 on 250 barrels 
Lapp --. -2%c. per 100 Ibs. ...$21.25 on 250 tierces 
Riss.....2%c. per 100 Ibs... . $12.50 on 50,000 Ibs. 


Placing Orders 
‘ Orders should be given in either of the following 
orms: 
Buy ver a Y. Z. at (state price); 


Buy 100 x. ¥. Z. “at the market.” 
The latter means at the best possible price, whether 
you are buying or selling. If your order is at a 
nite price, the broker always junderstands you wish to 
as | at that figure “or 
n placing an order at a fixed price, always state 
whether it is good = pet only, or “G. T. C.” 
{geod ad ill coupteomendes n mothing is said on 
~h--y > FB good only 
day of their receipt. 
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Long Time Loans 

It is interesting to note the method 
by which Europe solves the farm-mort- 
gage problem and creates at the same 
time a safe bond for general investment 
purposes. Throughout the Continent, 
says the Saturday Evening Post, you 
will find mortgage companies that serve 
and reach all the people. They lend 
money for long periods, often seventy- 
five years. These loans are called 
amortization loans. Amortization sim- 
ply means the repayment of a loan in 
annual installments during the life of 
the loan. The installments are included 
in the interest payments. 

The plan is very simple. If a peasant 
in Normandy wants to borrow one thou- 
sand francs on his farm, he applies to the 
local agent or notary, who investigates 
the land. If the security is satisfactory 
a loan, which may extend sixty years 
and which is secured by a mortgage on 
the farm, is made. The money is sent 
from the head offices in Paris. The peas- 
ant pays approximately 4% per cent. a 
year for the money. But part of this 
4™% per cent. is applied to the reduction 
of the loan and he is paying off his debt 
all the time. This is amortization. 

The company takes this peasant’s 
mortgage, and thousands of other 
mortgages, and issues real estate bonds 
against them. These bonds are issued 
in small denominations (from one hun- 
dred francs up), and everybody, even 
the bootblacks and the scrubwomen, have 
a chance to invest his or her savings in 
them. They pay from 2.60 to 3.50 per 
cent, interest and are dealt in on all the 
principal bourses. 


Exchanges as Scapegoats 


No enterprise is without its element of 
risk, and unless this is speculation I am 
very much mistaken in the proper defini- 
tion of the word. The risk may be in 
farm products or in stocks and bonds. 
Men buy things because they expect to 
sell them at a higher price, and they buy 
them only because of their belief at the 
time that they are cheap. But they take 
the risk, all the same, that their judg- 
ment may be at fault. 


Take, for example, the marketing of 
the crops. Their free movement and 


‘prompt financing would be impossible 


without the speculative Exchanges. The 
farmer who sows the seed on his West- 
ern acres relies upon them; the banker 
who lends him money knows that they 
will be the guarantee of the prompt pay- 
ment of his loan, and so on. Wherever 
you turn, in the whole drama of grain, 
you are confronted by the fact that 
speculation is its first aid and best ally. 
Wherever there has been a great panic 
and depression broods over the country, 
such as has been the case for some time, 
the natural scapegoats are the Exchanges 
and the men who operate on them. They 
are made to bear the responsibility of 
the losses of all the people. But when 
business skies brighten speculation leads 
the way, values improve, and the scars of 
the old conflict are quickly forgotten. 
The wheels of commerce are now at 
dead center. Nothing but the strong im- 
pulse of speculation can get them over. 
This comes from the general loss of con- 
fidence growing out of the great depres- 
sion of last year. JAmes R. KEENE. 


Shorts Beware 


Ticker Pub. Co., 

Gentlemen : 

It may be well for you to know that it 
is impossible to buy a TicKER MAGAZINE 
in Philadelphia. 

At the Reading Terminal station the 
news stand keepers tell me they are all 
bought a day or two after publication. 

I endeavored to buy copies last week 
at the Bellevue-Stratford Hotel, the 
News Bureau, 13th and Filbert streets, 
and several large news dealers on Broad 
street (all sold out). Broad street sta- 
tion (P. R. R.), three stands. All sold 
out. E. C. CUMMINGS. 


Thank you. This cry has also come 
from other cities, and we have had ‘the 
supply of Tickers increased. If any of 
our friends elsewhere have noted a short- 
age, we will appreciate word to that 
effect. 


In matters of moment advise with your 
pillow. ' 





